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CHAPTER 1 - MAYOR 3 FOREWORD AND EXECUTIVE SUMMARY 


COMPONENT A; MAYOR S FOREWORD 



Cllr Borsg we. Joseph Sipho 


The financial year 2011/2012 has teen a year in which national government through COGTA took bold and decisive 
initiatives to intervene, stabilize and support local government. This comes as a result of key elements of the local 
government systems showing signs of distress. The state oNocal government report compiled following assessments faintly 
conducted across the country between April and August 2009 profiled Msukakgwa Municipality as one of the 58 local 
municipalities falling in class 3: Second highest performing. 

This assessment further demanded that we design our own turnaround strategy. Maintenance master plans, upgrading 
informal settlements, revenue enhancement, and reduction of electricity and water losses, local economic development and 
baste service delivery are some of the priorities that are part of Msukaligwa Municipality Turnaround Strategy. We should not 
lose sight of these priorities if visible, tangible and positive changes are to be felt in all our rural and urban communities 

The appointment of the municipal manager towards the eno of the financial year has brought stability in the administration, 
contributing positively to the realization of the priorities of our turnaround strategy. For tne municipality to be efficient, 
effecbve, responsive and accountable, political and administrative interface is critical. 

The adoption of both the spatial development framework and local development strategy by Council are also positive 
milestones. 

This period has also been characterized by communities becoming restless because as a developmental focal government 
we could not realize lhat consultation and listening to the views of stakeholders are as equally important as the provision of 
basic services 

The achievement and failures of 2011/2012 must inspire all municipal stakeholders, politicians, administrators, communities 
to re-shape and commit towards increased access to a wide range of basic services and more opportunities in the economy. 
Let me end by saying that Toca/ government is everyone's business' 
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1A. MUNICIPAL MANAGER'S OVERVIEW 

On ben 3 if of the Msukaligwa Local Municipality it is a privilege indeed to give an account to the stakeholders of how far we 
have come in discharging our mandate The report reflects mainly on Ihe activities, achievements and challenges of the cast 
financial year 2011/12. 

Ihe municipality is not well capitalized and needs to boost its liquidity level The current pool of liquidity is insufficient hence it 
poses a challenge for Ihe municipality to eliminate all (he backlog pertaining to matters of service delivery. 

Liquidity simply means Ihe ability of the municipality to meet its debts as and when they fall due Failure to do that will result 
in fhe total failure of the municipality as it would be forced into liquidation or be placed into administration as purported in the 
MSA 135. 

The challenge of the low level of liquidity emanates from multiple factors such as: 

* Non-payment of rates and taxes 

* High cost of overheads 

* Electricity losses due to illeg ai connection s 

* High prevalent rale of unemployment within the municipality which makes it difficult for the consumers to meet their 
financial obligations 

* Non-implementation of the credit control measures 

* Increased debtor's days outstanding 

* Decreased cash book balances : and 

* Incurred Provision of bad debts which is net in line wilh the current payments level ; etc 

Budget drives efficiency in any business and strives to keep the right balance of liquidity. Common sense dictates that if 
debts are not collected, many businesses will not be in a position to provide the required goods and services nor to honour its 
obligations We therefore commit to be living true to the social contract wilh our people that this municipality delivers for the 
people, vnlh people and for the people. 

In conclusion, I wish to thank the staff members and Council for their guidance and contribution which ensured that 
MsuKaligwa local municipality met its mandate despite budget constraints. I am also indebted to the Mighty Lord, Council and 
the Executive Mayor for their strategic input, guidance and leadership His important that we continue to run an efficient and 
effective municipality in order to deliver on our mandate 
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1.2. MUNICIPAL FUNCTIONS. POPULATION AND ENVIRONMENTAL OVERVIEW 


INTRODUCTION TO BACKGROUND DATA 

In its endeavor to improve service delivery, the municipality has 1h rough toe District. MiG and other funding extended its 
services to ruralflarms communities by providing water boreholes where farm owners consented to these services. It should 
however be noted that service provision at some rurat' farm areas become difficult due to resistance by farm/land owners 
which poses a challenge to the Municipality. All urban areas within the municipality have access to running water which 
includes informal settlements areas where water is provided through communal taps. The municipality has further 
endeavored to meet the millennium target of eradicating the buckel system, by providing water borne sewerage system at 
Kwazanete extension A and VIP toilets at Silindile informal settlement Urban migration is also posing a challenge especially 
in Ermslo with the increase of illegal squatting making it difficult for the municipality to render proper sanitation services and 
waste removal. The municipality is currently providing free basic water to its communities and subsidising of indent 
residents. The provision of free basic electricity still remains a challenge to tie municipality while frie indigent consumers are 
subsidized. 

Housing the growing population more especially in Errnelo has also became a challenge as we have to dealing respect land 
and delivery In dealing with the informal settlements, the municipality has therefore indenlified pockets of land which have 
been formalized into formal residential areas and provision of basic services to these areas has been priori tized New land tor 
relocation of She informal settlement has also been identified and new sates established. Funding for procurement of land tor 
residential purposes remains a challenge tor the municipality toeretore the municipality relies on funding from the DRDLR. 
DARDLA, COGTA and other fun ding institutions to assist in purchase ol land. 

Eradication of informal selltement is one of huge challenges of the municipality as this impacts on community health due to 
poor sanitary services, refuse removal and inaccessibility to some sections oP Hie settlement as result of poor/none existence 
of roads. Tneretore the issue of acquisition of land tor housing purposes should be accelerated for the municipality to meet 
the millennium target for eradication of squatter settlements by 2014 Financial assistance shoutd therefore be sought from 
the District and government departments to procure land tor housing purposes. 

The Department of Agriculture and Land Administration has offered assistance to municipality by funding the Township 
establishment at Wesselton extension 7 and Kwazanele Extension 6 for ± 620 and 500 sites respectively. This will assist a 
tot in minimizing the housing bac&tog witoin the municipality. 
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Population Details 

Population '000 

Age 

2009/10 

2010/11 

2011/12 

Male 

Female 

Total 

Male 

Female 

Total 

Male 

Female 

Total 

0-4 

6899 

7006 

13905 

6760 

7740 

14520 

8797 

8485 

17282 

5-9 

7371 

7373 

14749 

6811 

7145 

13956 

9494 

8821 

18315 

10-14 

7437 

7475 

14912 

6392 

6211 

13103 

8493 

8176 

16674 

15-19 

6977 

7139 

14116 

6717 

6B65 

13582 

7984 

7828 

15812 

20-24 

5125 

5933 

11058 

6701 

6443 

13144 

7225 

7971 

15196 

25-29 

4795 

5609 

10404 

4759 

5148 

9907 

6470 

6589 

13059 

30-34 

4314 

4700 

9014 

4468 

4216 

8684 

6044 

5082 

11126 

35-39 

4061 

4305 

8366 

3649 

4764 

8613 

4434 

4366 

8800 

40-44 

3394 

3355 

7049 

3064 

3192 

6256 

3489 

4680 

8169 

45 ■ 49 

2736 

2962 

5698 

3535 

4116 

7651 

2884 

3723 

6607 

50-54 

2297 

2378 

4675 

2267 

3096 

5363 

3038 

3776 

6814 

55-59 

1534 

1516 

3050 

1646 

1974 

3620 

2187 

2566 

4753 

60-64 

1181 

1523 

2704 

948 

1950 

2893 

1364 

1992 

3356 

65-69 

753 

1049 

1807 

602 

1176 

1778 

1222 

1432 

2654 

70-74 

564 

811 

1375 

593 

1008 

1601 

645 

940 

1585 

75 - 79 

333 

541 

874 

321 

318 

639 

390 

780 

1170 

80-84 

241 

453 

694 

189 

365 

554 

228 

397 

625 

35+ 

116 

241 

357 

91 

310 

401 

110 

336 

446 

Total 

60133 

64674 

124807 

60233 

66037 

126270 

74503 

77940 

152443 

Source; Statistics SA & Global Insight 


Households 



m Number of households in municipal 
area 

Number of poor households in 
municipal area 


2010/11 


201 in 2 




Soclo Economic Status {as a %) 

Year 

Mousing 
Backlog as 
proportion of 
current 
demand 

Unemployment 

Rate 

Proportion of 
Households 
with no Income 

Proportion of 
Population in 
Low-skilled 
Employment 

HIV/AIDS 

Prevalence 

Illiterate 
people older 
than 14 years 

20oa/io 

14% 

22% 



31% 

17% 

2010/1 1 

12% 

21% 



33% 

13% 

2011/12 

9% 

20% 



37% 

12% 
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Natural Resources 

Major Natural Resource 

Relevance to Community 

Coal 

Mining opportunities, transportation, employment opportunities and 
economic development, 

Arable land 

Agricultural production, forestry, employment opportunities, economic 
development and poverty alleviation. 


1.3, SERVICE DELIVERY OVERVIEW 

SERVICE DELIVERY INTRODUCTION 

The municipality is responsible for delivery of basic services to ils community in terms of the provisions of Schedule 4 Pah B 
of the Constiiubon of the Republic of South Africa as well as Section 152 which provides for the object of Local Government 
which stales that: 

(1 ) The objects of local government are> 

(aj to provide democratic and accountable government! for local communities, 

(b) to ensure She provision of services to communities in a sustainable manner; 

(c) to promote social and economic development; 

(d) to promote a safe and healthy environ m enl. and 

(e) to encourage the involvement of communities and community organisations in (he matters of toeal 
government. 

(2} A municipality must strive 'within, its financial and administrative capacity, to achieve the objects set out in 
subsection (1) 
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As depicted in the diagram above, service deliver in respect of electricity, water, sanitation and waste collection has 
improved over the past four years, Communal water supply within 200m from dwellings has also been reduced as a result of 
formalization of most ol the informal settlements and water is connected to tie yards or houses where houses are built. 
There is quite a significant progress made m electricity connections to households except areas where houses were not yet 
completed and in the informal settlements foal cannot be formalized. The biggest challenge regarding eleciricity is ai farm 
areas where farm owners refuse to consent for Ihe electrification of their farm dwetlers houses as well as refusing to 
contribute towards Ihe etectrificalaon. 

Provision of VIP samlation services to larm areas has improved as more households are gaining access to the VIP toilets 
and this process wilt continue untit all farm swelters have access to VIP toilets, About 25% of the households in farm areas 
do not have hygienic sanitation services ol which provisions have been tor the Future years to provide VIP toilets for those 
communities. 

LVith regard to waste collection, household waste is collected once a week in the various towns and townships of this 
municipality with the exceplion of Warburton and Sheepmoor due to lack of resources and dumping sites as well as Ihe fact 
in at communities at these areas are not hilled for the services. 
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1.4. financial health overview 


Financial Overview - 2011/1 2 

R ' m 

Details 

Original budget. 

Adjustment Budget 

Actual 

Income 




Grants 




Taxes. Levies and tariffs 




Ollier 




Sub Total 


0 

0 

Less Expenditure 




Net Total' 


0 

0 


Operating Ratios 

Detail 

% 

Employee Cost 


Repairs & Maintenance 


Finance Charges & Depreciation 



Total Capita! expenditure 


Root) 

Detail 

2009/IQ 

2010/11 

2011/12 

Original Budget 

20,593,953 

60, 003,, 105 


Adjustment Budge! 




Actual 

51.364,651 

42,447,941 
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Total Capital Expenditure 

70 000 000 
60 000 000 
5D 000 000 
40 000 000 
30 000 ODD 
20 000000 
10000 000 
0 

2003/10 2010/11 2011/12 

3 Ongsinal Budget ■ Ad justmenl Budget Actual 



[ 1.5. ORGANISATIONAL DEVELOPMENT OVERVIEW 

ORGANISATIONAL DEVELOPMENT PERFORMANCE 

The municipality identified the following issues as organizational development issues fo be addressed by ihe municipality for 
die 2011/2012 financial year 

Implementation of Batho Pole change management programme to ensure that employees change their attitude to improve 
service delivery by adopting the Batho Pele principles. 

The Employment Equity Plan was developed and implemented elective from I* 1 July 201 1 to 3D 011 June 201 6 

The Workplace Skills Plan was developed and implemented for 201 1/2012 financial year including the granting of bursanes 
to employees to enhance their skills which will enable the organization to achieve its objectives. 

Performance Management for employees was introduced in phases even though it was not successful due to the process of 
change management which has not been implemented. 

The shortage of suitably qualified personnel hampered the achievement of organizational objectives. 
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1 1.6. AUDITOR GENERAL REPORT 

AUDITOR GENERAL REPORT 2010/11 

The municipality has received an unqualified Audit Opinion wilh other matters. The other are matters are as follows: 

* Governance framework 

Key governs nee responsibi lity 

* Repod on other legal regularities requirement 

Report on performs nee 

The accounting officer's responsibility for the performance inform ation 

* None com pltance with reg ulatory requirements 

Content of the I D P i .to. section 26 (t) and A 1 (i) ( b) of the M SA 
Existence and hi rrctioni ng of a perform ance Audit Committee 
Lack of implementation of performance management system 

An action plan has been developed to address the issues raised by the AG. Some of the issues as indicated have been 
addressed in the 201 1/2012 IDP 

AUDITOR GENERAL REPORT 2010/11 
The municipality has received a disclaimer Audit Opinion with other matters 


1 7. STATUTORY ANNUAL REPORT PROCESS 


No 

Activity 

Timeframe 

1 

Consideration of next financial year's Budget and IDP process plan. Except for the legislative content, 
the process plan should confirm in-year reporting formats to ensure that reporting and monitoring 
feeds seamlessly into Ihe Annual Report process at the end of the BudgelflDP implementation period. 


2 

Implementation and monitoring of approved Budget, and IDP commences (In-year financial reporting). 

July 

3 

Finalise 4 lh quarter Report for previous financial year 


4 

Submit draft 11/12 Annual Report to Internal Audit and Auditor-Generat 


5 

Municipal entities submit draft annual reports to MM 


6 

Audtt/Perfojmance committee considers draft Annual Report of municipality and entities (where 
relevant) 


3 

Mayor tables the unaudited Annual Report 

August 

9 

Municipality submits draft Annual Report including consolidated annual financial statements and 
performance report to Auditor General, 
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10 

Annua! Performance Report as submitted to Auditor General to be provided as input to Ihe IDP 

Analysis Phase 


11 

Auditor General assesses draft Anneal Report including consolidated Annual Financial Statements 
and Performance data 

September * 
October 

12 

Municipal in es receive and start to address the Auditor General s comments 

November 

13 

Mayor tables Annual Report and audited Financial Statements to Council complete with the Auditor- 
General's Report 

14 

Audited Annual Report is made public and representation is invited 

15 

Oversight Committee assesses Annual Report 

16 

Council adopts Oversight report 

December 

17 

Oversight report is made public 

16 

Gversght report is submitted to relevant provincial councils 

19 

Commencement of draft Budget/ IDP finalization for next financial year. Annual Report and Oversight 
Reports to be used as input. 

January 
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CHAPTER 2 - GOVERNANCE 


2A POLITICAL GOVERNANCE 
















Cilf MV Malaga 



Gllr PBMase&a 




crirPB Nkra 


Cllr PE Mashiane 


CflrPTSibekc 



CHrSC Mathebula Cllr SE Vilakazi 


Cllr SJ MsLbi 


Gllr SJ Nkosi 


Cllr SL J&ie 



Cllr Z Breytenbach 





Cllr VCN Madir 


Cllr ZJ Nkos. 


Cllr TC Ngw^bya 


CUrZC Dhludhlu 


CirJDABikjnairt 


Cllr BNN Nclovu 


Cllr TT Malaza 


Qlr DJ Lllau 
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2.2 ADMINISTRATIVE GOVERNANCE 

INTRODUCTION TO ADMINISTRATIVE GOVERNANCE 

During the year 201 1^01 2 the Municipal Manager operated without a full staff complement of section 57 managers He 
provided strategic guidance to the Municipality and assisted by the Director Corporate Services. Director Public Safety and 
the CFO who were appointed on fixed contract term basis, The position of (he Director Technical Services was vacant but an 
internal employee was appointed to act as the Director Technical Services to carry out the function of Technical Services as 
dictated by the SDBIP The position of the Director Community Services was also vacant but an Interna! employee was 
appointed to act as Director Community Services, ft is the view of line Municipal Manager that not at! the outcomes of the 
Municipality can be achieved with employees appointed with acting capacity 

The Senior Managers who were appointed on fixed term basis contributed lo Itie Municipality in achieving some of the 
outcomes of the Municipality including the implementation of the turnaround strategy of the Municipality despite the fad that 
there were challenges facing ihe Municipality relating to the shortage of financial resources. 

ACHIEVEMENTS IN SERVICE DELIVERY 

1. The function of Ihe Public Safety De partmenl name ly: F ire Fighting , D isaster M a n agement. Licensing, Traffic 
Management and Security Function were carried out satisfactorily. 

2, The waste management fonction was carried out effectively including Ihe maintenance of parks and commentaries. 

5. A remarkable 'was made m Human Settlement Department New RDP houses we re built and informal settlement 

structures were red uced 

4. The collections of funds relating to the use of electricity improved when a sen/ice provider was appointed to cut 
electricity supply to Communities who connected electricity illegally. 

5. Streets in Phumula Location were upgraded and noticeable number of pot holes were patched in some areas of 
Msukaligwa. 

6. New water connection and Sewerage were made to several houses in Msukaligwa Municipality 

7. The process of sourdng service providers when tenders are advertised was implemented in terms of supply chain 
management and every effort was made to pay the service within period of 30 days 

8. The Municipality made a remarkable attempt to improve the collection of revenue. 

9. Council Sittings took place in terms of predetermined schedule for council sittings 

to. There was an improved management of Human Resources in terms of the implementation of the Skills 

Development Strategy Performance Management concept was introduced to employees on posts level 1 to 5. 
Balho- Pele Principles and change management programme were introduced to all the employees. 

CHALLENGES 

1 Msukaligwa Municipality experienced challenges teat hampered services delivery priority. Some areas in 
MsukaJigwa did not have bulk water supply due to technical problems in Ihe water reservoirs. Water leaks were 
noticed in some places. 

2 There was notioeabte tempering of pre- paid meters by some members of the Community, but the challenge was 
addressed by Ihe engagement of the service provider to check on all pre- paid meters in Msukaligwa Municipality. 

3 The Municipality experienced cash flow problem due to some members of Ihe Community who are not paying their 
Municipal Account accordingly to the bill issued. 

4 The Municipality could not fill alt the budgeted vacant positions due to the shortage of financial resources. 

5 The Municipality received a disclaimer audit opinion due to the non compliant to GRAF IT on assets 
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TOP ADMINISTRATIVE STRUCTURE 



tiers a 


DIRECTORS 

Mr C A Habile 

DIRECTOR: Corporate Service 

Ms T M Lengwate 
Director: Finance 

Mr, D I MaluJete 
Director: Public Safely 

Mr, V A Ngobese 

Acting Director Community Services 

Mr S R Maguduiela 

Acting Director: Technical Services 

Msufcaligwa Municipality advertised for Lbe fol loving section 57 positions d uring the linancial year 201 1/2012: 

1 . Director T ech n lea) Services 

2. Director Com m unity Services 

Applications were received but there were no suitable candidates for consideration. Therefore (he Iwo section 57 positions 
could not be filled 




COMPONENT B: INTERGOVERNMENTAL RELATIONS 


2.3 INTERGOVERNMENTAL RELATIONS 

PROVINCIAL INTERGOVERNMENTAL STRUCTURE 

Meetings attended include the Provincial Planners Forum, District IDP Management Committee, District and Local IDP 
Rep Forum and District and Local Technical Committee Meetings. 

In Provincial Planners Forum, the planning cycles of the provincial government and the municipal planning cycles are 
discussed in order to have a common understanding on how these cycles complement each other and how best can 
municipal planning be timed to assist in contributing to the provincial planning process. These meetings have benefited liie 
municipality to have a better understanding on how our planning cycles influence the proper planning of other spheres of 
government. 

The District or Local forums and committees provide a platform tor interaction on planning issues, information sharing anrs 
learning from best practices between municipalities and other spheres of government There has been a great improvement 
on the packaging of our IDP and valuable information was obtained from these meetings or forums. 


COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION 

OVERVIEW OF PUBLIC ACCOUNTABILITY AND PARTICIPATION 

The municipality remains accountable to its constituent communities hence the importance of inculcating the culture of 
accountability and participatory governance. Service delivery priorities are being guided by Ihe needs of the community, 
Provincial and National priorities, plans and directives while the municipality is accountable to render such services that fall 
within the funcltons of the municipality, The municipality is therefore held accountable through the IDP and the Service 
Delivery and Budget Implementation Plan [SDBIPj which a, re publicised for public interest. The pubic is through these 
documents able to hold the municipality accountable on the commitments made and to monitor progress against the set 
targets on service delivery 

Wlfh regard to participatory governance, the municipality has in collaboration with sector departments and other stakehotoers 
established tom ms in which various stakeholders participate in planning sharing information, decision making and 
implementation of plans, The forums and committees include amongst others the stakeholders representative forums like 
LED forum. IDP Rep forum. Communications forum. MM’s forum, CFO's forum and olher provincial district and focal 
technical committees established to ensure representative governance, it should also be noted that some of the forums are 
coordinated at both (he district and local municipality level while some are coordinated eilherat local or district level only We 
have over the past years experienced poor participation of government sectors in some of the forums and it has improved 
after the intervention of Ihe provincial 


2,4 PUBLIC MEETINGS 

COMMUNICATION. PARTICIPATION AND FORUMS 

Communication to the public on matter of public interest is communicated Ihrough various media as provided in terms 
Section 21 of the Municipal Systems Act, 2000. These include the use of local newspaper, radio broadcast, information 
pamphlets, notices on notices boards, loud hailing ward committee meetings and ward community meetings. Matters 
communicated to public are in most cases service delivery issues including the municipal plans, performance, developments, 
achievements, services interruptions and related matters, Various consultative forums have been established to ensure 
participation of Ihe community and other stakeholders in the planning, implementation, monitoring and evaluation of service 
delivery programmes and projects. These forums include but not limited to LED forum, IDP Representative forum. 
Communicators Forum, Community Safety Forum, Ward Committees and other technical committees 
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The starling point in the whole process of community participation is during the development of the IDP in which community 
meeting is held to give feedback to communities on Ihe performance of the municipality in Ihe past year as 'well as gathering 
information on new challenges and community priorities to assist the municipality in planning and allocation of resources, The 
information garnered forms the basis for ihe municipality’s strategic planning which eventually guide the allocation of 
resources and preparation of the draft budget which is also consulted through community meetings and publications on print 
media. Public consultative are usually held after hours and during weekends to ensure maximum participation of community 
members and notices are given at least a week in advance through publication in newspapers and flyers. Loud hailing is 
done a day before a meeting to remind the community of the scheduled meeting, 

The IDP Representative forum, chaired by the Executive Mayor, therefore plays an important rote in that it creates a platform 
for consultation with various stakeholders wherein the performance of the IDP and the budget is discussed and monitored, It 
should also be borne In mind that there are other committees and forums that provide reports and recommendation to the 
IDP Representative forum and some of those forums have been mentioned above 

WARD COMMITTEES 

The main objective of ward committees is to enhance participatory democracy in local government, They are made up of 
elected members of a 'ward to raise issues of concern about the local ward to the ward councilor and have a say in decisions, 
planning and projects Ihe council or municipality undertakes which have an impact on ihe ward The key issue address was 
to identify indigents and encourage them to register for the municipal grant as per municipal indigent policy. Refer to 
Appendix E which contains further details on wand committee governance and to Appendix F that contains performance 
data on a ward by ward basis 

COMMENT ON THE EFFECTIVENESS OF THE PUBLIC MEETINGS HELD 

The municipality and the public benefit from Ihe meetings in that ihe municipality is able obtain prioriiy service delivery issues 
within communities to assist m file planning process These meetings also serves as platform for reporting back to 
communities on service delivery commitments made by the municipality as well as affording ihe public to air their views and 
concerns, The public contributions are therefore assisting Ihe municipality to properly plan for the years ahead. 


2.5 IDP PARTICIPATION AND ALIGNMENT 


IDP Participation and Alignment Criteria* 

YesfNo 

Does Ihe municipality have impact, outcome, input, outpul indicators? 

Yes 

Does the OP have priorities, objectives. KPls. development strategies? 

Yes 

Does the DP have mutti-year targets? 

Yes 

Are the above aligned and can they calculate Into a score? 

Yes 

Does the budget align directly to the KPls in the strategic plan? 

Yes 

Do the IDP KPls align to the Section 57 Managers 

Yes 

Do the IDP KPSs lead to functional area KPls as per the SDBIP? 

Yes 

Do the IDP KPls align with the provincial KPls on Ihe 12 Outcomes 

Yes 

Were the indicators communicated to the public? 

Yes 

Were the four quarter aligned reports submitted within stipulated timeframes? 

Yes 
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2.6 RISK MANAGEMENT 
RISK MANAGEMENT 

The municipality needs to have system that is proactively and continuously identify , evaluate, analyse, measure and 
manage risks lhat might directly affect the municipality so that it is able to put in key controlling measures in addressing those 
risks, The risk management unit helps in identifying and putting measures as to contain, avoid or transfer tne risk concerned 
Currently there are systems in place to monitor the identified risks but there are residual nsfts that remain. 

The following are the top five risks identified in the municipality. 

- Inadequate performance management system: 

- Lack of reliable, safe machinery in delivering effective services as expected by our community, 

- Ineffective fleet management system ; 

-Disrupted business continuity: and 

- Inadequate contract management 


2.7 WEBSITES 


Municipal Website : Content and Currency of Material 

Documents published on the Municipality's / Entity's Website 

<Ye$/No> 

Publishing 

Date 

Current annual and adjustments budgets and all budget-related documents 

Yes 

21-June 2011 

All current budget-related policies 

Yes 

03 August 2011 

The previous annual report (2010/201 1 ) 

Yes 

05 May 2010' 

The annual report (2011/2012] published Ao be published 

Yes 

26 February 

2012 

All current performance agreements required in terms of section 57(1 Kb) of the 

Municipal Systems Act (200S/09) and resulting scorecards 

No 

None 

All service delivery agreements (2011/2012} 

Yes 

04 July 2012 

All long-term borrowing contacts (2011/2012) 

No 

None 

All supply chain management contracts above a prescribed value (give value} for 
2011/2012 

No 

None 

An information statement containing a list of assets over a prescribed value thai have 
been disposed of in terms of section 14 (2) or (4) during 2011/201 2 

Yes 

None 

Contracts agreed in 2011/2012 to which subsection (1 ) of section 33 apply, subject to 
subsection (3) of that section 

No 

None 

Public-private partnership agreements referred to in secton 120 made in 2011/2012 

Yes 

04 November 
2012 
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All quarterly reports tabled m the council in terms of section 52 {d} during 2011/201 2 


Yes 


05 October 
2012 


COMMENT MUNICIPAL WEBSITE CONTENT AND ACCESS. 

It is axiomatic to note that communication is the strategic management function which operates, within the confines ol tiie 
constitutional imperatives in which bolh administrative and political responsibilities are strategically discharged as guided by 
the SALGA guidelines and GCIS standards to manage the flow of information in both the internal and external 
communication clusters of the municipality 

The allocation of financial resources sn terms of budget prioritization in every financial year tor a^l the communication activities 
to be implemented as enshrined in fhe Council Approved Policy and Communication Strategy are some or the worrying 
factors at the penod in which the municipality is said to be operating under a very shoe-string budget as wrestling to realise 
its constitutional obligation such as the provision of basic services. 

The challenge of unmedialed communication lack of integration and coordination amongst the municipal departments as well 
as the challenge of unfunded mandate in the communication environment are a few ol the frustrations in hampering the 
performance of the communication section. 

The communication clusters comprising of all the communicators in the Gert Sibande District had reached some greater 
heights in attempting to circumvent some of the fundamental challenges facing the communication components despite a 
myriad of requests for strategic intervention being made to other sector departments however the Gert Sibande Distnct 
Department of Communications had been very helpful to the local municipalities. 

The outsourcing of the Information Technology {IT) is still a cause for serious concern in the municipal website content 
management as there is no direct contiof in the operations of the Municipal website and intranet update, suggestions that IT 
Section should be amongst the fully Hedged units in the organisational structure of the municipality will serve as a panacea to 
a number of jigsaw puzzles facing the municipality m which strategic planning is the key aspect of developmental 
communication. 
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CHAPTER 3 - SERVICE DELIVERY PERFORMANCE (PERFORMANCE REPORT PART I) 


COMPONENT A: BASIC SERVICES 


This component includes; water: waste wafer (sanitation); electricity; waste management; and housing services: and a 
summary of Urea basic services. 


3,1 WATER PROVISION 

INTRODUCTION TO WATER PROVISION 


Msukaligwa is a water services authority, and provide water lo all households 

Problems are experienced in some rural areas, ie Warburton due to the in consisted supply of existing boreholes 
Long-term solutions are in the planning stage and is awaiting capital funding 

Problems are experienced with available resources. Personnel, equipment and stock Items are not always available thus 
creeling delays in service delivery 

No major water projects were dene as a result of no funds in the 201 1/2012 financial year 
Old infrastructure causes regular pipe burst that affects constant supply ol water to the residents 


Total Use of Water by Sector {cubic meters} 





Agriculture 

Forestry 

Industrial 

Domestic 

Unaccountable 
water losses 

2010/11 

0 

0 

0 

4123689 

27% 

2011/12 

0 

0 

0 

4083361 

29% 





Water Service Delivery Levels 






Households 

Description 

2003/09 

2009/10 

2010/11 

2011/12 

Actual 

Actual 

Actual 

Actual 


Ho* 

No. 

No. 

No, 

Water: (above min level) 





Piped water inside dwelling 

10.340 

27,103 

27,405 

33,544 

Piped water inside yard (but not in dwelling) 

9,720 

6,129 

7,192 

4,145 

Using public lap (stand pipes ) 

Other water supply (within 200m) 

3 262 

4.263 

1,336 

3.767 

Minimum Service Level and Above sub-total 

23,322 

37.495 

35,985 

41.456 

Minimum Service Level and Above Percentage 

65% 

94% 

90% 

95% 

Water: (below min level) 





Using public tap (more flian 200m Irom dwelling} 

3,262 




Other water supply (more than 20Dm from dwelling 

250 


1,786 


No water supply 

2 r 705 

1,687 

2.334 

2,225 

Below Minimum Service Level sub-total 

4,051 

2,234 

4,122 

2.225 

Below Minimum Service Level Percentage 

150% 

132% 

177% 

100% 

T ota! number of households' 

27,373 

39,729 

40,107 

43,661 


Households 

- Water Service Delivery Levels below the minimum 






Households 



Description 

2006/09 

2009/10 

2010/11 

2011/12 


Actual 

Actual 

Actual 

Original 

Budget 

Adjusts 

d 

Budget 

Actual 


No. 

No. 

No, 

No, 

No. 

No. 

Formal Settlements 







Total households 

33,156 

39,729 

40,106 

40473 

40473 

40473 

Households below minimum service 
level 

2.955 

2,061 

2,332 

2200 

2200 

2200 

Proportion of households below 
minimum service level 

9% 

5% 

6% 

5% 

5% 

5% 

Informal Settlements 







Total households 

Households that's below minimum 

33.156 

39,729 

40,106 

404473 

404473 

404473 

service level 

4,650 

6.454 

6,454 

6322 

6322 

6322 

Proportion of households that's below 
minimum service level 

14% 

16% 

16% 

16% 

16% 

16% 


27 






Employees: Water Services 



2010/11 



2011/12 


Job Level 

Employees 

Posts 

Employees 

Vacancies (fulltime 

equivalents) 

Vacancies (as a % 
of total posts) 


No. 

No. 

No. 

No, 

% 

0-3 

1 

1 

1 

0 

0 

4-6 

2 

2 

2 

0 

0 

7-9 

5 

9 

5 

4 


10-12 

10 

23 

10 

13 


13-15 

0 

0 

0 

0 

0 

16 - 17 

17 

29 

17 

12 


Total 

0 

0 

0 

0 



3.2 WASTE WATER (SANITATION) PROVISION 

introduction TO SANITATION provision 

* Problems are experienced with available resources. Personnel, equipment and stock items are not always available 
thus creating delays in service delivery 

* VIP toilets were installed in the rural areas 

* Old infirastruciura causes regular blockages and cause eEllueni overflows 

* Due lo budgei constraints, the opening of blockages cannot be attended to immediately, and as a result of 
personnel, equipment and sEqck shortages, service delivery is not up to standard 


Any capital projects implemented are done from outside funding, as Council does not have enough funds 



Sanitation Service Delivery Levels 

‘Households 

Description 

2000, '09 

2009/10 

2010/11 

2011/12 

Outcome 

Outcome 

Outcome 

Actual 


No. 

No. 

No. 

No. 

Sanitation/seweraqe: fa hove minimum levels 





Flush toilet (connected 10 sewerage) 

33156 

39729 

401 06 

40970 

Rush toilet (witti septic tank) 

m 

M/A 

N/A 

M/A 

Chemical to; lei 

m 

M/A 

N/A 

M/A 

Pit toilet (ventilated) 



7661 

8361 

Other toilet provisions (above min service level) 

m 

M/A 

M/A 

N/A 

Minimum Sen/ice Level and .Above sub-tofa/ 

33135 

39729 

47937 

49351 

Minimum Service Level and Above 





Percentage 





SanitatfonfsQweraqBi [below minimum level) 





Bucket toilet 

M/A 

m 

N/A 

N/A 

Other toilel provisions (below min. service level) 

M/A 

m 

N/A 

M/A 

Mo toilet provisions 



3020 

2520 

Below Minimum Service Level sub-total 

0 

0 

3020 

3020 

Below Minimum Serv.ce Level Percentage 





Total households 


- 

- 

- 


30 





Employees; Sanitation Services 


2010/11 

2011112 

Job Level 

Employees 

Posts 

Employees 

Vacancies (Fulltime 
equivalents) 

Vacancies (as a % 
oF total posts} 


No, 

No. 

No. 

No. 

% 

0*3 

1 

1 

1 

0 

O 

4-6 

1 

2 

1 

1 

50% 

7*9 

19 

22 

19 

3 

14% 

10*12 

7 

10 

7 

3 

30% 

13*15 

1 

A 

1 

3 

75% 

16*17 

21 

26 

21 

5 

19% 

Total 

50 

65 

50 

15 

23% 


3.3 ELECTRICITY 

INTRODUCTION TO ELECTRICITY 

The electncal infrastructure is ageing and needs refurbishment. The Master plan has been developed to address the 
operation and maintenance challenges Council is the service provider in Ermelo, Wesselton, Kwa-Dela. Breyten and 
Sifindile. The rest of the admin unifs in Msukaligwaget electricity from ESKOM, 

Service delivery cannpl he performed as required due to Ihe Following reasons; 

* Lack oF staff and equipment 

* Limited funding from DoE for electrification of protects (RDP) 

* Shortage of material at the stores (hat is needed for breakdowns 

* No maintenance is taking place on the substations due to budget constrains 


Electricity Service Delivery Levels 


Households 



2003/09 

2000/10 

201 Of 11 

2011/12 

Description 

Actual 

Actual 

Actual 

Actual 


No. 

No. 

No. 

No. 

Energy; (above minimum lev ell 





Electricity (at feast mm sen/ice level} 




3055 

Eleclricity * prepaid (min. service level) 




9317 

Minimum Service Level and Above sub-tote! 

_ 

. 

L 

12972 

Minimum Service Level and Above Percentage 




59% 

Energy: [below minimum level) 





Electricity min .service level) 




2 

Eleclricity * prepaid {< min. service level) 




8061 

Other energy sources 





Belov/ Minimum Service Level Percentage 




41% 

Total number of households 

_ 



21855 
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Employees: Electricity Services 


2010/11 

2011/12 

Job Level 

Employees 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a% 
of total posts) 


No. 

No. 

No. 

No. 

% 

0' 3 

1 

1 

1 

0 

0 

4 - 6 

3 

3 

3 

0 

0 

7' 9 

16 

21 

16 

5 

23% 

10-12 

0 

0 

0 

0 

0 

13-15 

0 

0 

0 

0 

D 

16-17 

13 

14 

13 

1 

7% 

Total 

33 

39 

33 

6 

15% 


3.4 WASTE MANAGEMENT (THIS SECTION TO INCLUDE. REFUSE COLLECTIONS, WASTE 
DISPOSAL, STREET CLEANING AND RECYCLING) 

INTRODUCTION TO WASTE MANAGEMENT 

The waste removal unit of the municipality rentiers solid waste removal from households, businesses, schools, health 
facilities and olher community facilities These services include cleaning of public open spaces and streets at both towns and 
to™ ships. Household waste is removed on a weekly basis in accordance with the National Standards while removal at 
businesses takes place on a daily basis. Our landfill sites do noi accommodate hazardous waste and therefore such 
industries make necessary arrangements with areas that cater for such waste Industries producing such waste arrange their 
own transportation of Hie waste to the registered sites 

The municipality is currently operating one registered landfill site situated in Ermelo while the others are not registered due to 
areas they are situated in. The soil conditions of the said areas make it impossible la register such landfill sites. Due to the 
method in which waste is collected, it is impossible to do recycling at the landfill sile hence private individuals collect some of 
the waste form residential and businesses for recycling. 



Solid Waste Service Delivery Levels 

Households 

Description 

2008109 

2009/10 

2010/11 

2011/1Z 

Actual 

No, 

Actual 

No, 

Actual 

No, 

Actual 

No. 


Soj’ftf Waste Removal; (Minimum lev ell 

Removed al least once a week 

Minimum Service Level and Above sub-total 

Minimum Service Level and Above percentage 

Solid Waste Removal: i Below minimum level'll 
Removed less frequently than once a week 

Using communal refuse dump 

Using own refuse dump 

Giber rubbish disposal 

Mo rubbish disposal 

Beiow Minimum Service Level suiHOfaf 
Below Minimum Service Level percentage 

Total number of households 













0 

850 

3002 

2423 

0 

987 

3002 

2423 

0 

1015 

2225 

3221 

0 

1190 

3431 

3767 









- 

- 

- 

- 


36 
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Employees: Waste Disposal and Other Services 


2010/11 

2011/12 

Job Level 

Employees 

Posts 

Employees 

Vacancies (fuiittme 
equivalents) 

Vacancies (as a % 
of total posts) 


No. 

No. 

No. 

No. 

% 

0-3 

1 

1 

0 

0 

100 % 

4-6 

2 

2 

1 

0 

0 

7-9 

7 

7 

7 

0 

0 

TO - 12 

0 

0 

0 

0 

0 

13-15 

9 

9 

9 

0 

O' 

16-17 

77 

92 

77 

15 

16 % 

Total 

98 

111 

95 

15 

14% 


3.5 HOUSING 


INTRODUCTION TO HOUSING 

The Municipally is not yet accredited as a services provider for housing and we are currently assisting the Department of 
Human Settlement with the Facilitation process for provision of houses. 

The facilitation processes incSude the compilation and maintenance of the housing waiting list and (he provision of tend and 
sites for boosing purposes. The Departmental Human Settlements is responsible for approvals of beneficiaries, funding and 
implementation of Ihe bousing projects. 

By the end of 201 tfl2 the potential beneficiaries on waiting list was at 7930 which implies that there is still quite a significant 
number of people awaiting to be housed. We have over the past year through the Department of Human Settlement 
managed to provide 513 tew cost houses to me Community, 



Housing Service Policy Objectives Taken From IDP 
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Service Objective: To Provide Sustainable Sasic Services and Sustainable Infrastructure 
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Employees: Housing Services 


2010/11 

2011/12 

Job Level 

Employees 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a % 
of total posts) 


No, 

No, 

No. 

No, 

% 

0-3 

1 

1 

1 

0 

O 

4-6 

0 

0 

0 

0 

0 

7-9 

4 

7 

5 

2 

2B% 

10-12 

1 

3 

1 

2 

5D% 

13-15 

0 

0 

0 

0 

0 

16-17 

0 

0 

0 

0 

0 

Total 

6 

11 

7 

4 

36% 


3.6 FREE BASIC SERVICES AND INDIGENT SUPPORT 

INTRODUCTION TO FREE BASIC SERVICES AND INDIGENT SUPPORT 

The indigent household subsidy policy was approved as part of budget related policies in 28 May 201 0. The municipal ily 
supported 9200 indigents in 2011/12 financial year, The municipality budgeted from equitable share to support indigents as 
follows: 


* 6kJ free wafer 

* 50kw basic electricity 

* Free refuse removal 

* Free sanitation services 

A total srrear debt of R23 085 354 in relation to indigent households consumers being balances on these accounts before 
being approved as indigent consumers was written off by municipal council. 

The following table illustrates how the indigent households were supported in 201 1212 


i able 6,7: Support to indigent households 


Electricity 

Water 

Sewer 

Refuse 

Rates 

Total Amount 

9200 

33682 

9 200 

9 200 

9 200 

10901824 









COMPONENT 0; ROAD AND STORMWATER 

This component includes: roads: transport: and waste water {storm water drainage). 


[37 ROADS AND STORM WATER MANAGEMENT 

INTRODUCTION TO ROADS AND STORM WATER MANAGEMENT 

Road access needs to be provided to all residents in Msukaligwa. Grants received from MiG and GSDM enables Ihe 
Municipality to re-build gravel reads to a tar or paved surface. During the IDP process, projects are identified during 
community consultative meetings. Council takes final resolution on projects that will be implemented 

Council does not have enough recourses to attend to all the backlogs as a result of budget constrains 
Because of budgel constraints, approximately 3 to 5 km's of roads can be constructed every year Mayor roads projects 
were the re-building of Amsterdam road, re-building of road in Silindite, re-building of Pres. Fouche road, General continuous 
maintenance are done on Tar roads by means of re-surfacing and pothole repairs. 

Storm water systems are cleaned and broken pipes replaced. Inlet structures are repaired and new inlet stiuctures build 
Gravel roads are graded continuously, and new gravel imported to repair roads 


Sidewalks are maintained be replacing broken concrete tiles, as well as constructing new sections where and when needed. 




Gravel Roads Infrastructure 






Kilometers 


Total gravel roads 

New gravel roads 

Gravel roads 

Gravel roads graded 



constructed 

upgraded to asphalt 

/maintained 

2009/10 

165 

3 

2 

166 

2010/11 

168 

3 

3.68 

167,3 

2011/12 

170 

2 

4.9 

168 


Asphalted Roads Infrastructure 

Kilometers 


Total asphalted 
roads 

New asphalt 
roads 

Existing asphalt 
roads re- 
asphalted 

Existing asphalt 
roads re-sheeted 

Asphalt roads 
maintained 

2009/10 

232 km 

2 km 

0 km 

57 km 

232 km 

2010/11 

237 km 

3,68 km 

0 km 

1,0 km 

237 km 

2011/12 

242 km 

4,9 km 

0 km 

1,6 km 

242 km 


42 




0 

(53 


Roads and Storm Water Management Service Policy Objectives Taken From 1DP 
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Service Objective: To Provide Sustainable Basic Services and SustainabEe infrastructure 
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Employees: 

Roads and Storm Water Management Services 



201 on i 

2011/12 


Employees 

Posts 

Employees 

Vacancies 

Vacancies {as a % 

Job Level 




(fulltime 

equivalents] 

of total posts] 


No. 

No. 

No. 

No. 

% 

0-3 

1 

1 

1 

0 

0 

4-6 

1 

1 

1 

0 

0 

7-9 

9 

11 

9 

2 

18% 

10-12 

6 

6 

6 

0 

0 

13-15 

10 

10 

10 

0 

0 

16-17 

27 

40 

27 

13 


Total 

54 

69 

54 

15 

22% 


3. a TRANSPORT (INCLUDING VEHICLE LICENSING & PUBLIC BUS OPERATION) 

INTRODUCTION TO TRANSPORT 

The municipality does not operate transport services. Transport services are Dprealed by private organizations. 

COMMENT ON THE T PERFORMANCE OF TRANSPORT OVERALL 

As mentioned above the municipality does not operate transport services and these services are provided by private 
organ ization, Hie municipality's role rs to give support to the organization and! provide necessary infrastructure to enable the 
sector operate 


COMPONENT C: PLANNING AND DEVELOPMENT 

This component includes: planning: end local economic development. 


1 3.9 PLANNING 


A 

3 plication s for Land Use Development 

Detail 

Formalization of 
Townships 

Rezonfng 

Built 

Environment 

2010/11 

2011/12 

2010/11 

2011/12 

2010/11 

2011/12 

Pianninq application received 

0 

0 

0 

0 

134 

338 

Determination made in year of receipt 

0 

0 

0 

0 

134 

338 

Determination made in following year 

0 

0 

0 

0 

0 

0 

Applications withdrawn 

0 

0 

0 

0 

0 

0 

Applications oulstandinq at year end 

40 

40 

40 

40 

0 
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Employees: Planning Services 


2010/11 

2011/12 

Job Level 

Employees 


Posts 


Employees 

Vacancies [fulltime 
equivalents) 

Vacancies {as a % 
of total posts) 


No. 


No. 


No, 

No. 


% 

0-3 

2 

3 

2 

1 

33% 

4 

1 

1 

1 

0 

0 

5-6 

3 

7 

3 

A 

57% 

7-9 

1 

2 

1 

i 

50% 

10-12 

0 

0 

0 

0 

0 

13-15 

0 

0 

D 

0 

0 

16-17 

0 

0 

0 

0 

0 

Total 

7 

13 

7 

0 

53% 


3 10 LOCAL ECONOMIC DEVELOPMENT (INCLUDING TOURISM AND MARKET PLACES) 

introduction TO ECONOMIC devlopment 

The purpose of LED is to build up the economic capacity of a local area to improve its economic future and the quality of life 
for all. 

Key stakeholders in LED planning, implementation and evaluation are 

* Government 

* Private sector 

* Community siructures 

The development of the LED strategy for Msukakgwa Local municipality was viewed as part of the broader LED Planning 
process and the development of this strategy took into account work previously done as well as the new developments 

The purpose of LEO is lo build up the economic capacity of a local area to improve its economic future and (he quality of life 
for all, 

Key slakehoEders in LED planning, implementation and evaluation are. 

* Government 

* Private sector 

* Community structures 

The LED Vision Elements and Objectives: 

Key Vision Elements: 

* Creation of job opportunities and the empowerment of local communities 

* Accessible and readily available information for SMME development and support. 

* Sustainable growth and development based on sectoral competitiveness of the local space. 

* Addressing socio-economic challenges tocedl by locai communities, such as poverty, unemployment and skills 
levels. 

* Infrastructure development tor local econom ic growth. 



Economic Activity by Sector 

R'OOO 

Sector 

2009, f t0 

2010/11 

2011/12 

Aqric, forestry and fishing 



14,5 

Minina and quarrying 



10,0 

Manufacturing 



0,7 

Wholesale and retail trade 



20,2 

Finance, property, etc. 



26.4 

Govt, community and social services 



21.3 

Infrastructure services 



8.9 

Total 

0 

0 

102.0 


Jobs Created during 2011/12 by LED Initiatives (Excluding EPWP projects) 

Total Jobs created /Top 3 
initiatives 

Jobs created 

Jobs 

lost/displaced 
by other 
initiatives 

Net total jobs 
created in year 

Method of validating jobs 
created/lost 


m. 

NO. 

No, 


Total (all initiatives) 





2009/10 

20 

18 

20 

Through War on Water Leaks 

Project 

2010/11 





2011/12 

15 

15 

15 

Tourism Ambassador Programme 

Initiative A (11/12) 

25 

25 

25 

SETA - Business Skills 

Development 

Initiative B (11/12) 

6 

6 

6 

Tissue Manufacturing Project 
supported by Masbala Mine 

Initiative C {11/12} 

15 

IS 

15 

Arts and Culture Training (Sewing 
and Beads} Project supported by 
Provincial Department of Arts and 
Culture through Nomatter Trading 


Job creation through EPWP* projects 

Year 

EPWP Projects 

Jobs created through EPWP projects 

No, 

No. 

2010/2011 

16 Projects 

400 Jobs Created 

2011/2012 

1 2 Projects 

234 Jobs Created 

2012*2013 

6 Projects 

52 Jobs Created 


48 







Em 

ptoyees: Local Economic Development Services 

Job Level 

2010111 

2011112 

Employees 

No* 

Posts 

No, 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % 
of total posts) 

% 

0-3 

1 

1 

1 

D 

0 

4-6 

1 

1 

1 

0 

0 

7-9 

1 

1 

1 

0 

0 

10-12 

0 

0 

0 

0 

0 

13-15 

0 

0 

0 

0 

0 

16-17 

0 

0 

0 

D 

0 

Total 

3 

3 

3 

0 

0 


COMPONENT D: COMMUNITY & SOCIAL SERVICES 

|Tri LIBRARIES AND COMMUNITY FACILITIES 

INTRODUCTION TO LIBRARIES AND COMMUNITY FACILITIES 

The Public Libraries of Msukaligwa are a local gateway to knowledge, they provide a basic condition for lifelong learning, 
independent decision-making and cultural development of individual and social groups. The Libraries are established, 
supported arid funded by Msukaligwa Municipality. The Provide] government assists in She provision of some functions such 
as purchasing of library material by allocating funds of such function, Msukaligwa Libraries provide access to information, 
knowledge and works of the imagination through a range of resources and services and are our libraries are equally available 
to all memebers of the community regardless of race, nationality, gender, religion, language, disability, economic and 
employment status and educational attainment. 

The Ltbranes have been able to provide resources and services in variety of media to meet the needs of individuals and 
groups for education, information and personal development including recreation and leisure. They are constantly playing an 
important rote in the development and maintainance of a democratic society by giving the individual access to a wide and 
varied range of knowledge, ideas and opinions. One of our achievements is to be able to create and strengthen the reading 
habits in children from aerty age. We have manage to engage schools when all She vicinities when these libraries operate to 
participate in acUvites of the libraries which are aimed enhacing and empowering them. 

All Libraries are a coca! centre of information making ail kinds of knowledge and information readily available to their users. 
One of our achievements as Msukaligwa Libraries we have managed to bridge a gap between Ihe information rich and Ihe 
information poor by providing p-jbtic access to the Internet as well as providing information in traditional formats. We have 
that opportunity to be Ihe electronic gateway to the information world. All eight libraries provides electronic corners in Iheir 
libraries. These are sources of information which give free access lo Internet, Personal Computers. 

Msukaligwa Libraries therefore continue to be provide services which are aimed at meeting the needs of the focal 
communities and operating within the context of those communities. 





Safety 



Policy and it is being implemented 

17 

Official Housing 

95% 


Council is guided by the Bargaining Council directive 

13 

Official Journeys 

100% 


Council adopted the Transport and Subsistence 
Allowance Policy and it is being implemented 

19 

Official transport to attend 
Funerals 

0% 


No policy in place 

20 

Official Working Hours and 
Overtime 

95% 


Council implements the Bargaining Council Main 
Collective Agreement 

21 

Organisational Rights 

95% 


Council implements the Organisational Rights 
Agreements as per the Bargaining Council Main 

Collective Agreement 

22 

Payroll Deductions 

100% 


Council implements the Basic Conditions of 

Emplacement Act 1997 

23 

Performance Management 
and Development 

50% 


Council has adopted an Organisational Performance 
Management Framework and has introduced 

Employee Performance Management System to 
Employees 

24 

Recruitment, Selection and 
Appointments 

80% 


Council has adopted the Employment Practice Policy in 
June 2012 and it is being implemented 

25 

Remuneration Scates and 
Allowances 

100% 


Council implements the Bargaining Council Main 
Collective Agreement on Salaries and Wages 

26 

Resettlement 

65% 


Council adopted the Relocation and Commuting Policy 
in June 2012 and it is being implemented 

27 

Sexual Harassment 

100% 


Council adopted the Sexual Harassment Policy and it is 
being implemented 

28 

Skills Development 

75 % 


Council adopted the Capacity Building Policy and it is 
being implemented 

29 

Smoking 

100 % 


Council adopted the Smoking Policy and it is being 
implemented 

30 

Special Skills 

0% 


No policy In place 

31 

Work Organisation 

60 % 


Council adopted the Organisational Structure and is 
being implemented 

32 

Uniforms and Protective 
Ciolhing 

100 % 


Council adopted the Personal Protective Clothing 

Poticy and it is being implemented 

33 

Other. 



Council has adopted Die additional policies 

- Record and Information Management Policy 

- Telephone usage Policy 

- Alcohol and Drug Policy 

- Attend ance and Pu nctu ality Pol icy 

- 1 ncapacity due to ill health Policy 

- 1 ncapacity d ue to poor work policy 

- induction Policy 

- Private work and declaration of i merest Policy 

- Succession Planning and Management Policy 

- Overtime Policy 
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4.3 INJURIES, SICKNESS AND SUSPENSIONS 


Number and Cost of Injuries on Duty 

Type of injury 

Injury Leave 
Taken 

Employees 
using injury 
leave 

Average injury 
leave taken per 
employee 

Average Injury 
Leave per 
employee 

Total Estimated 
Cost 


Days 

No, 

% 

Days 

RODE) 

Required basic medical 
attention, only 

46 

6 


7.66 


Temporary total 
disablement 

231 

1 


231 


Permanent disablement 

0 

0 




Fatal 

0 

0 




Total 

277 

7 





Number of das 

/s and Cost of Sick Leave {excluding injuries on duty) 


Total sick 
leave 

Proportion of 
sick leave 
without 
medical 
certification 

Employees 
using sick 
leave 

Total employees 

In post* 

•Average 
sick leave 
per 

Employees 

Estimated 

cost 

Salary band 

Days 

% 

No. 

No. 

Days 

ROOD 

Lower skilled 
(Post Levels 11-17] 

293 



307 

to 


Skilled ( Post Levels 6- 
10] 

349 



213 

1.6 


Highly skilled production 
Post Levels 4-5) 

220 



44 

5.0 


Senior Management 
(Pos! Levels 1-31 

61 



27 

2,3 


MM and S56 

3 



4 

0.8 


Total 

931 



m 

1.6 
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Average Number of Days Sick Leave (excl IOD) 



( Post Levels 1 1-1 7) 10) production Post Levels (Post Levels 1 -3) 

4-5) 


Number and Period of Sus 

jersions 

Position 

Nature of Alleged 
Misconduct 

Date of 
Suspension 

Details of Disciplinary 
Action taken or Status 
of Case and Reasons 
why not Finalised 

Date Finalised 

Assistant Director 
Water & Sewer 

Negligence 


Suspended, charged 
and case withdrawn 

12 October 2012 


Disciplinary Action Taken on Cases of Financial Misconduct 

Position 

Nature of Alleged 
Misconduct and 
Rand value of any 
loss to the 
municipality 

Disciplinary action taken 

Date Finalised 

Cashier 

Financial 

Misconduct R 

23 863.65 

Employee dismissed 

17 April 2012 

Cashier 

Financial 

Misconduct R 
23663.65 

Employee dismissed 

17 April 2012 


n 







Source; MBRR SA22 



Number Of Employees Whose Salaries Were Increased Due To Their Positions Being Upgraded 

Beneficiaries 

Gender 

Total 

Lower skilled (Levels 1-2) 

Female 

D 

Male 

0 

Skilled {Levels 3-5) 

Female 

0 

Male 

0 

Highly skilled production 
(Levels 6-3) 

Female 

0 

Male 

o 

Highly skilled supervision (Lmls9-12) 

Female 

0 

Male 

Q 

Senior management (Levels 13-16} 

Female 

0 

Male 

0 

MM and S 57 

Female 

0 

Male 

G 

Total 

D 


Employees Whose Salary Levels Exceed The Grade Determined By Job Evaluation 

Occupation 

Number of 
employees 

job evaluation 
level 

Remuneration 

level 

Reason for deviation 


0 

0 

G 

0 




CHAPTER 5 - FINANCIAL PERFORMANCE 


INTRODUCTION 

Chapter 5 contains information regarding financial performance and highlights specific accomplishments. The chapter 
comprises of three components 

* Com ponent A: Statement of F inandal Performance 

* Com ponent B : Span di ng Against Capi tal Budget 

* Component C: Other Financial Matters 


COMPONENT A: STATEMENTS OF FINANCIAL PERFORMANCE 


5.1 STATEMENTS OF FINANCIAL PERFORMANCE 


Financial Summary 
R'QCO 


Description 

2010/11 

Current year 2011/12 

201 If 12 Variance to 
actual 

Actual 

Original 

Budget 

Adjusted 

Budget 

Actual 

Original 

Budget 

Adjustments 

Budget 

financial Performance 







Property rates 

42,214 

45.495 

45,505 

51,379 

11% 

11% 

Service charges 

150.775 

190,249 

190,276 

167.441 

-14% 

-14% 

Investment revenue 

8,875 

600 

600 

10,713 

94% 

94% 

Transfers recognised -operational 

88,154 

96,846 

97,332 

93,977 

-3% 

4% 

Qlher om revenue 

7,414 

36.689 

44.632 

9.864 

-272% 

-355% 

Total Revenue (excluding Capital 







transfers & contributions) 

297.432 

369,879 

378,595 

333,374 

-11% 

-14% 

Employee costs 

-106,648 

-120.131 

-114,865 

-112,313 

-7% 

-2% 

Remuneration of councillors 

-7.464 

-9,055 

-9,055 

-9,010 

0% 

0% 

Depreciation & asset impairment 

-27,997 

-25.462 

-25,482 

-45,754 

44% 

44% 

Finance charges 

-506 

-11,402 

-11,861 

-729 

-1464% 

-1527% 

Materials and bulk purchases 

^91.929 

-107,819 

-107,834 

-106,181 

0% 

0% 

Transfers and grants 

-21.684 

-35,151 

-35,151 

-59.002 

40% 

40% 

Other expenditure 

-67.519 

-89,563 

-88.606 

-25,545 

-251% 

-247% 

Total Expenditure 

-323.747 

-396,603 

-392,854 

-360,534 

-11% 

-9% 

Surplus/(Deficlt) 

-26,315 

-28.724 

-14,259 

-27.160 

-6% 

48% 

Transfers recognised - capital 

20,462 

38.871 

22,718 

59.002 

34% 

61% 

Contributions recognised - capital & 







contributed assets 

5,805 

500 

6,696 

2.210 

77% 

-203% 
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Surplu ^(Deficit) after capital transfers 

6, contributions 

Share of surplus/ (deficit] of associate 

-48 

0 

10,647 

15,155 

34,052 

69% 

55% 

SurpJusHDef Felt) for the year 

48 

10,647^ 

15,155 

34,052 

69% 

55% 

Capital expenditure & funds sources 

Capital expenditure 







Transfers recognised - capital 

Public contributions and donations 

'20,462 

-35,037 

-22,718 

0 

-22,718 

-2,527 

-59,002 

0 

61% 

61% 

Borrowing 

4,748 

0 

-2,000 

-507 

100% 

-294% 

Internally generated funds 

4,057 

-500 

-2,169 

-3,873 

87% 

44% 

T ota! sources of capital funds 

41304 

-23,218 

-29.414 

-53,382 

63% 

54% 

Financial position 







Total current assets 

149,394 

118,574 

118.574 

125,559 

6% 

6% 

Tola! non current assets 

276,725 

266,792 

266,792 

306,419 

13% 

13% 

Total current liabilities 

-87.919 

-75,886 

-75,886 

-81193 

7% 

7% 

Total non current liabilities 

46,135 

-29,052 

-29,052 

-60,101 

52% 

52% 

Community wealttr/Equity 

262,065 

280,425 

280,426 

292,684 

4% 

4% 

Cash flows 







Net cash from (used) operating 

41035 

37.334 

36,617 

81232 

54% 

55% 

Net cash from (used) investing 

-53.795 

-59,921 

-59.921 

-73,228 

16% 

16% 

Net cash from (used) financing 

-2.102 

-271 

-271 

27 

1104% 

1104% 

Cash.i'cash equivalents at year end 

-14.862 

-22,858 

-23,575 

8,031 

385% 

394% 

Cash beokinq/surplus reconciliation 







Cash and investments available 

-14,852 

-22.855 

■23,575 

8,031 

385% 

394% 

Application of cash and investments 

969 

43,892 

43,892 

-13,892 

0% 

0% 

Balance - surplus (shortfall) 

-13,893 

-36,750 

-37,487 

-5,861 

-527% 

■539% 

Asset management 

Asset register summary (WDV) 







Depredation and asset impairment 

28,144 

25,452 

25,482 

27,909 

9% 

9% 

Renewal of Existing Assets 







Repairs and Maintenance 

14,445 

19,580 

2,467 

16,475 

-19% 

65% 

Free services 







Cost of Free Basic Services provided 

21903 

27.704 

27,704 

21,459 

-29% 

-29% 

Revenue cost ol tree services provided 

33,333 

345,100 

35,100 

35.279 

-878% 

1% 

No, of Households below minimum 

service level 







Water 

2,057 

2,057 

2,057 

2,057 

0% 

0% 
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Employees: Libraries and Community Facilities 


2010/11 

2011/12 


Employees 

Posts 

Employees 


Vacancies 

Vacancies {as 

Job Level 





(fulltime 

a % of total 






equivalents} 

posts) 


No, 

No, 

No. 


No. 

% 

0-3 

1 

1 

1 

0 

0 

4-6 

2 

4 

2 

2 

50 % 

7-9 

0 

0 

0 

0 

0 

10-12 

6 

12 

8 

4 

33% 

13-15 

0 

0 

0 

0 

0 

16-17 

3 

8 

3 

5 

62% 

Total 

12 

25 

14 

11 

44% 


Tl2 CEMETORI ES AND CREMATORIUMS ” 

INTRODUCTION TO CEMETORfES & CREMATORIUMS 

The top priorities of trie municipality is provide burial space in relation to legislation and maintain them to the required 
standards securing and fencing of the cemeteries and the enforcement of trie by-laws, Msukaligwa municipality has 21 
cemeteries of wnich 5 of them are still on operational stale whereas 14 of them are closed, It ss therefore imperative to 
provide community with burial facilities, that will able to meel the bunal demand. We have during the 2011/12 financial year 
managed to fence 2 cemeteries. 


SERVICE STATISTICS FOR CEMETORIES & CREMATORIUMS 

Type 

200-9/10 

2010/11 

2011/12 

Adults 

2138 

2176 

2241 

Children 

350 

355 

315 


Buriat Statistics 



cs 




Employees; Cemeteries 


2010/11 

2011/12 


Employees 

Posts 

Employees 

Vacancies 


Vacancies {as 

Job Level 




(fulltime 


a% of total 





equivalents) 


costs) 


No, 

No. 

No. 

No, 


% 

0-3 

1 

1 

1 

1 

0 

4-6 

0 

0 

0 

0 

0 

7-9 

0 

0 

0 

0 

0 

10-12 

0 

0 

0 

0 

0 

13-15 

1 

3 

1 

2 

66% 

16-1? 

15 

23 

15 

8 

34% 

Total 

16 

2 A 

16 

11 

46% 


COMMENT ON THE PERFORMANCE OF CEMETDR1ES OVERALL 

The most lop priority projects were to fence ell the existing and new cemeteries as well as establishment of new cemeteries 
at those areas 'where there are no cemeteries. Most of the cemeteries have been fenced ana only 27% of the existing 
cemeteries have not been fenced and they in our plans to be fenced. The only outstanding area without registered cemetery 
is Warburton/Nganga of which we are in the process of acquiring land for She establishment of a cemetery 


COMPONENT E; ENVIRONMENTAL PROTECTION 


3.15 BIO-DIVERSITY AND LANDSCAPE (INCL. OPEN SPACES AND SIDE WALKS) 

I NTRODU CTl ON Bl O-D I VERS ITY AMD LAND SCAPE 

This services ranges from the administration, development and upgrading of parks, maintenance of open spaces, parks, 
sidewalks street frees and general cleanness of the town and its grounds. The main priorities in the partis division is to repatr 
and replace all dilapidated playing ground facilities, maintenance of parks, sidewalks and municipal terrains, Due to financial 
constraints and staff shortage most of Ihese priorities could not be met. Support js given la communities during the cleaning 
campaigns through pro vision of equipment and cleaning material 

SERVICE STATISTICS FOR BIO-DIVERSITY AND LANDSCAPE 

The towns are divided into sections for the cleaning and cutting of grass as well as the general maintenance of parks and 
open spaces. Therefore the rotation on culling of grass in parks, open spaces and skfewalks is completed on a monthly 
basis. Inadequate staff and equipmenl remains a challenge leading to some areas not attended |o on lime or as per 
maintenance plan, 



Parks (Open Spaces) Policy Objectives Taken ftWit JDP 

Service Objectives 

Outline Service 

2009/10 

201 Of 11 

2011/12 

2012/13 


Targets 

Target 

Actual 

Target 

Actual 

Target 

Actual 

Target 

Service indicators 









Service Objective: To provide sustainable basic services and sustainable infrastructure 

% Compliance to 
parks maintenance 
plan 

Increase % in 
compliance with 
parks 

maintenance plan 

0 

0 

0 

0 

4 

14 


#of comm unity 
complaints 
regarding 
maintenance of 
parks and sidewalks 

Reduce # of 
complains 
regarding parks 
and sidewalks 
maintenance 

0 

0 

0 

0 

4 

12 


To upgrade and 
maintain parks 

To equip parks 

with pFayrng 
facilities 

7 

0 

0 

0 

0 

0 


To develop and 

implement the 
maintenance plan 

To have the 
maintenance plan 
developed 

1 

1 

0 

0 

0 

Q 


Establishment of 
Sreyten cemetery 

New Cemetery 

1 

1 

0 

0 

0 

0 



Employees: Parks (Open Spaces) 


2010/11 

2011/12 

Job Level 

Employees 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a % of 
total posts) 


No. 

No, 

No. 

Ho, 

% 

0-3 

1 

1 

1 

0 

0 

4 - $ 

1 

1 

1 

0 

50% 

7-9 

2 

2 

2 

0 

0 

10-12 

0 

0 

0 

0 

0 

13-15 

6 

9 

6 

3 

33 % 

16-17 

42 

44 

42 

2 

5% 

Tola! 

52 

57 

52 

5 

9% 


COMPONENT G: SECURITY AND SAFETY 

This component includes: Police: fine; disaster management, licensing and control of animals, and control of public 
nuisances, etc, 


3.19 TRAFFIC SERVICES 


INTRODUCTION TO TRAFFIC SERVICES 

The Traffic Department is responsible fortarffic law enforcement and the administration thereof This function also ensures 
the technical sustainability of roads traffic signs, signals arvd markings throughout the municipal area The main focus is to 
ensure reduction on death rate, comptiance to road rules and regulations and free how of traffic. The following tasks were 
conducted So ensure improvement on our performance: 

* High visible patrols 

* Effective law enforcement 

* Effective speed enforcement 

* Attend to accident scenes 

* Escort duties of funerals, abnormal loads MEC and other dignitaries 

* Traffic education la schools 

* Road blocks 

* point duties 

* Scholar patrols 

* Other related traffic duties. 


Municipal Traffic Service Data 


Details 

2010/11 

2011 

f12 

2012/13 

Actual No. 

Estimate No. 

Actual No. 

Estimate No. 

1 

Number of traffic accidents dump Ihe year 

1538 

0 

1745 

0 

2 

Number of by-law infringements attended 

0 

0 

0 

0 

3 

Number of traffic officers in Ihe field on an average 
day 

8 

7 

7 

a 

4 

Number of traffic officers on duty on an average day 

3 

7 

7 

8 


57 



Employees: Traffic Services 

Job Level 

2010/11 

2011/12 

Fire Fighters 

Employees 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a 
% of total posts) 

Administrators 

No, 

No, 

No. 

No. 

% 

Chief Traffic Officer 

1 

1 

1 

0 

0 

Other Traffic Office rs 

6 

10 

6 

4 

40% 

5 






6-7 






8-9 

4 

4 

4 

0 

0 

10-11 

0 

1 

1 

D 

0 

12-14 






15-17 

5 

5 

5 

0 

0 

TOTAL 

16 

21 

17 

4 

19% 


COMMENT ON THE PERFORMANCE OF TRAFFIC SERVICES OVERALL 


The traffic department has challenges dn budget constraints, chronic personnel shortages and outdated Traffic vehicles and 
equipment. 


3 20 FIRE 


INTRODUCTION TO FIRE SERVICES 


Msukaligwa Fire and Rescue Service are governed by legislation in the form ol the FBA, which manages and controls the key 
performance areas associated with the Fire Servsoes functionality through the design, development and alignment of policies, 
procedures systems and controls guiding critics! interventions and processes with respect to prevention and for nsk 
reduction and elimination and, providing advice information and guidelines on mission critical initiatives related to legislative 
imperatives from a service delivery and community responsibility perspective with a view to improving understanding of the 
benefits of a preventative approach to protecting communities and maintaining a safe environment to the inhabitants of 
Msukaligwa Local Municipality 

The Fire and rescue services ot the municipality are administered as follows and include 


Operations, Routine no n -emergency services. Fire safety activities, Public Education and Awareness Programs. 


Municipal Fire Service Data 


Details 

2010/11 

2011/12 

2012/13 

Actual 

No. 

Estimate 

No. 

Actual No. 

Estimate No. 

1 

Tote l fires attended in the year 

425 

425 

326 

326 

2 

Total of other incidents attended in the year 

257 

257 

219 

219 

3 

Average turnout time - urban areas 

11 

13 

9 

13 

4 

Average turnout time - rurat areas 

25 

23 

27 

23 

5 

Firefighters in post at year end 

24 

25 

24 

26 

6 

Total emergency vehicles at year end 

9 

11 

9 

11 

7 

Average number of appliance off the road during the 
year 

5 

1 

2 

1 



Fire Services Policy Objectives Taken From 1DP 

Service Objectives-"'''' 

Outline Service 
Targets 

2009/10 

201 cm 

2011/12 

2012/13 


Target 

Actual 

Target 

Actual 

Target 

Actual 

Future 

Service Indicators 









Service Objective xxx 

Perceniage of 
incidents responded to 
within predetermined 
tme frame 

Turnout time 
compared to 
National 
guidelines 

m 

87% 

36% 

90% 

85% 

86% 

85 

Number of fire safety, 
building plans and tire 
rislis conducted 

Fire Safety 
inspections and 
risk visiis 
conducted in 
terms ol National 
guidelines 

120 

392 

300 

439 

300 

319 

300 

Number of awareness 
programmes 

conducted 

PIER Program 
(Public 

Information, 
Education and 
Information 
Relations) 

32 

30 

32 

13 

32 

39 

32 

Percentage loss 
prevented versus 
property value (value 
protected vs value toss 

Prevent loss of 
property during 
fires, 

25% 

0.38% 

25% 

0.81% 

25% 

13.92 

25% 


Employees: Fire Services 

Job Level 

2010/11 

2011/12 

Fine Fighters 

Employees 

Posts 

Employees 

Vacancies 

(fulltime 

equivalents) 

Vacancies (as 
a % of total 
posts) 

Administrators 

No, 

No* 

No. 

No. 

% 

Chief Fire Officer 

1 

1 

1 

0 

0 

Other Fire Officers 






5 

0 

0 

0 

0 

0 % 

6-7 

2 

3 

2 

1 

33% 


8-9 

9 

9 

9 

0 

0% 

10-11 

12 

12 

12 

0 

0% 

12 -14 

0 

0 

0 

0 

0% 

15 -17 

0 

0 

0 

0 

0% 







Total 

24 

25 

24 

1 

4% 



COMMENT ON THE PERFORMANCE OF FIRE SERVICES OVERALL 
Summary of difficulties experience 

The Fire and Rescue Services biggest difficulty experience was the old fire engine fleet. From the entire fteel of 9 fire engines 
only 2 vehicles was capable of running (or the full 12 monlhs. The res! of the fleet had an average break down time o! 
between 20 - 30 + days per month 

This is causing frustration for fire management for not delivering to ils optimal capacity. 

Summary of accomplishments 

During She Iasi year ihe Fire end Rescue Services have continued with the stand ardization of their operations across the 
entire municipal area. At Hie same time they have worked diligently to improve upon the Health and Safety factors affecting 
Iherr operations, 

A schedule of training needs was forwarded to Ihe human resources section of training needs identified and it is envisaged 
that most of Ihe fire fighters will attend all or some of Ihe courses. This Is a more realistic way of presenting needed courses 
Ed our staff while making the process inherently safer 

Smart Goats Summary 

~he service will continue to update Iheir legal agreements and by-taws to ensure they are at (he most appropriate stage of 
readiness. Additionally improve upon existing capital funding to ensure a consistent long tarn stable level of funding has not 
been achieved The Fpre Services will strive to improve upon their training to enhance the Health and Safely of the Fire 
Fighters. Additionally, live Fire (raining along with specialty skills training will be started, 

Curing 2012/13 the Fire and Rescue Services will be petitioning for funding of additional fire engines and the opening of 4 
additional fire stations in MsukaEigwa. 

Enhancing our emergency management capabilities is an on-going responsibility 


| 3.21 DISASTER MANAGEMENT 


INTRODUCTION TO DISASTER MANAGEMENT 

The Disaster management unit of the municipality ss responsible for the provision of an integrated and coordinated disaster 
management function that focuses on prevention, mitigation, preparedness and post-disaster recovery, and. an effective and 
efficient customer care management service and allocate adequate resources to address identified security threats and risks 


SERVICE STATISTICS FOR DISASTER MANAGEMENT 

* # of disaster management awareness campaigns conducted = 13 

* % of incidents attended to satisfactory “ 100% 

* # of advisory fore m meetings held = 4 

* ff of calls handled per year = 13287 

* % reduction of theft in the controlled areas - 88% 


61 



Disaster Management Policy Objectives Taken From IDP 

Service Objectives 

Outline 

Service 

Targets 

2009/10 

2010/11 

2011712 

Target 

Actual 

Target 

Actual 

Target Actual 

Service Indicators 




Service Objective: To Provide Sustainable Basic Services and Sustainable Infrastructure 

Number of Disaster Advisory 
Forum meetings 


11 

6 

N/A 

N/A 

4 

4 

Percentage customer queries 
tracked 


75 % 

75% 

m 

m 

N/A 

N/A 

Percentage of incidents 
attended to satisfactorily 


0 

0 

100% 

100% 

100% 

100% 

Percentage complaints 
communicated back lo 
complainant 


0 

0 

60% 

0 

100% 

0 

Number of disaster awareness 

campaigns 

conducted 


12 

3 

12 

12 

12 

12 

% reduction in crimes within 
the C8D area 


m 

m 

N/A 

N/A 

12% 

12% 

% reduction of theft in controlled 
areas 


m 

m 

N/A 

N/A 

100% 

75% 


Emp 

oyees: Disaster Services 

Job Level 

2010/11 

2011/12 

Fire Fighters ^ 

Employees 

Posts 

Employees 

Vacancies 

(fulltime 

equivalents) 

Vacancies 
(as a % of 
total 
posts) 

Administrators 

No, 

No. 

No. 

No. 

% 

Chief Disaster Officer 

1 

1 

1 

0 

0 

Other Disaster Officers 

0 

0 

0 

0 

0 

5 

0 

0 

0 

0 

0 

6-7 

4 

4 

4 

0 

25% 

8-9 

1 

2 

1 

1 

50% 

10-11 

6 

8 

6 

2 

25% 

12-14 

0 

0 

0 

0 

0 

15-17 

0 

0 

0 

0 

0 

TOTAL 

12 

15 

12 

3 

20% 


1 3,22 LICENSING 


INTRODUCTION TO LICENSING SERVICES 

The licencing function of the municipality deals with services including registration and licensing of vehicles, testing of 
roadworthiness of vehicles and iasiung of road worthiness certficates,. conducting learners and driving licences tests, issuing 
of learners and drivers licences, issuing of professional driving permits, administering instructors' certificates and issuing of 
temporary and special permits The top 3 priorities, of the licensing division was to en crease liie number of people tested for 
learners and driving licences, limit the number of un roadworthy vehicle on municipal and provinciat/national roads and 


maintain and ensure compliance of the National Road Traffic Act 93/1996. . In ensuring that Ihe priorilres are achieved, the 
municpality has employed two more examiners of driving licences and this h-as lead to imporovement on the increase of 
number of people being tested for learners and driving licenses. 


Municipal Licensing 

} Service Data 


Details 

2010/11 

2011/12 

2012/13 

Actual 

No, 

Estimate 

No, 

Actual 

No, 

Estimate No, 

1 

Toiai number applications for learners licenses received 

4,032 

4,032 

3,399 

4,032 

2 

Total number of applications for driving licenses received 

3.273 

3,360 

3,725 

3.360 

3 

Total number vehicles tested for roadworthmess 

0 

216 

931 

1020 


Licensing Policy Objectives Taken From IPP 

Service Objectives.- 

Seiv/ce Indicators 

Outline 

Service 

Targets 

2009/1 0 

2010/11 

2011/12 

2012/13 

Target 

Actual 

Target 

Actual 

Target Actual Future 






Service Objective: To provide sustainable basic services and sustainable infrastructure 

Percentage of customer 
complaints resolved 

Customer 

satisfaction 

90% 

70% 

80% 

60% 

80% 

92% 

0 

Number of driving 
licenses issued 

Competent 

drivers 

0 

0 

1556 

5630 

6233 

7007 

0 

Number of applications 
for driving licenses 

Competent 

drivers 

0 

0 

3360 

3262 

3360 

3725 

3279 

Number of learners 
licenses issued 

Competent 

drivers 

0 

0 

430 

2219 

1920 

2095 

0 

Number of applications 
for learners licenses 

Competent 

drivers 

0 

0 

1008 

3763 

4032 

3399 

40 

32 

Number of vehicles 
tested for 
roadworthmess 

Safe and 
roadworthy 
vehicles 

0 

0 

216 

133 

216 

981 

1020 


$3 




COMPONENT H SPORT AND RECREATION 


INTRODUCTION TO SPORT AND RECREATION 

Tine section mandate is to provide, manta in and manage sports and recreational facilities. We further promote sports in 
Msukaligwa municipal as well as assisting athletes who participate at regional, provincial and national level, with transport 
and other logistical arrangements. 

We are currently managing and mantainsng 19 facilities that cuts across all sporting codes, only ermelo has resonable 
facilities while six units within the municipality are still having challenges. 

We intend to source lundrng through the treasury equitable share (MIG), GSDM and the NLDTF. to enable us to built and 
upgrade facilities 

CHALLENGES : Funding remains a major issue, followed by lack o f facilities and personal!, to train youth to participate in 
sports, personal to administer and manage sports, (resources) 

Security for sports facilities in most cases facilities aare vanadalised and and we need security to safe gurd the 
facilities(request made to department of public safety for provision of security personal) 

| 3,23 SPORT AND RECREATION 

SERVICE STATISTICS FOR SPORT AND RECREATION 

The section is responsible for the following sporting codes which are mainly concentrated in Ermelo and Breyten: 

Soccer; Rugby; Netball; Tennis; Koriball; Wrestling; Gymnastics; Basket ball; Volleyball. Swimming; Karate; Table tennis; 
Indigenous games and Cncket . 

A detailed data information is still to be captured that include organised clubs and registered players with qualified trainers. 
70% of the facilities are in Ermelo and they are at an acceptable level while most in other units need a lot of upgrade and 
face lift. 


64 
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Employees: Sports and Recreation Services 

Job Level 

2010/11 

2011/12 

Fire Fighters 

Employees 

Posts 

Employees 

Vacancies {fulltime 
equivalents) 

Vacancies (as a 
% of total posts] 

Administrators 

No. 

No. 

No. 

No, 

% 

0 ■ 3 

1 

1 

1 

0 

0 

4-5 

2 

2 

2 

0 

0 

6-7 

0 

D 

0 

0 

0 

8 - 9 

3 

3 

2 

1 

33 % 

10-11 

0 

1 

0 

1 

100 % 

12-14 

4 

4 

4 

0 

0 

15-17 

14 

13 

12 

1 

8% 

TOTAL 

24 

24 

21 

3 

13% 


COMPONENT I: CORPORATE POLICY OFFICES AND OTHER SERVICES 


Employees: The Executive and Council 

Job Level 

2010/11 

2011/12 

Fire Fighters 

Employees 

Posts 

Employees 

Vacancies {fulltime 
equivalents) 

Vacancies {as a 
% of total posts] 

Administrators 

No. 

No. 

No. 

No. 

% 

0-3 

1 

1 

1 

0 

0 

4-5 

2 

2 

2 

0 

0 

6-7 

0 

0 

0 

0 

0 

8-9 

3 

3 

2 

1 

33% 

10-11 

0 

1 

0 

1 

100% 

12-14 

4 

4 

4 

0 

0 

15 -17 

14 

13 

12 

1 

8% 

TOTAL 

24 

24 

21 

3 

13% 


3.2 A FINANCIAL SERVICES 


Employees; Financial Services 



2010/11 

2011/12 

Job Level 

Employees 


Posts 

Employees 


Vacancies (fulltime 
equivalents) 


Vacancies (as a 
% of total posts) 


No + 


No. 

No. 


No. 


% 

0-3 

6 

6 

6 

a 

0 

4*6 

11 

12 

11 

i 

8% 

7-9 

51 

54 

51 

3 

6% 

10-12 

14 

14 

14 

0 

0 | 

13-15 

1 

1 

1 

0 

0 

16-17 

1 

1 

1 

0 

0 

Total 

84 

38 

64 

4 

5% 



.3.25 HUMAN RESOURCE SERVICES 

INTRODUCTION TO human RESOURCE SERVICES 


Training of employees to enhance skills so that She organisational objectives can be achieved. Induction programme for 
councilors implemented to ensure that councilors are capacitated in service delivery priori lies. Implementation of Batho Pole 
principles to all municipal employees utilising tfie service charter with a view to improve service delivery of all communities. 


Employees : Human Resource Services 


2010/11 

2011/12 


Employees 

Posts 

Employees 

Vacancies '[fulltime 

Vacancies [as a 

Job Level 




equivalents) 

% of total posts) 


No. 

No. 

No. 

No, 

% 

0-6 

1 

1 

1 

0 

0 

4-6 

4 

4 

4 

0 

0 

7-9 

2 

2 

2 

0 

0 

10-12 

0 

0 

0 

0 

0 

13-15 

0 

0 

0 

0 

0 

16-17 

0 

0 

0 

0 

0 

Total 

7 

7 

7 

0 

0 
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CHAPTER 4 - ORGANISATIONAL DEVELOPMENT PERFORMANCE 
(PERFORMANCE REPORT PART II) 


INTRODUCTION 

The function of organizational development in Msufcaltgwa Local Municipality consist of formulated Human Resource Policies 
which provKfe guidance to Management relating to the implementation of Employment Equity and the implementation of the 
Skills Development Strategies lo enhance the skills of employees so that the organization can adapt So the external 
environment. Batho Pele change management programme is implemented to change Ihe attitude of employees in terms of 
improved service delivery. The Municipality has introduced performance management to change the attitude, believes and 
■work ethics of employees 


COMPONENT A; INTRODUCTION TO THE MUNICIPAL PERSONNEL 


1 4,1 EMPLOYEE TOTALS, TURNOVER AND VACANCIES 


Employees 

Description 

2010/2011 

2011/2012 

Employees 

No. 

Approved 

Posts 

No, 

Employees 

No, 

Variance 

No. 

Variance 

% 

Waier 

39 

63 

35 


28 

44% 

Waste Water (Sanitation) 

34 

67 

35 


52 

60% 

Electricity 

35 

46 

33 


13 

28% 

Waste Management 

96 

124 

39 


35 

28% 

Housing 

7 

10 

8 


2 

20% 

Waste Water (Stormwater 







Drainage] 

6 

6 

6 


0 

0 

Roads 

52 

63 

47 


16 

25% 

Transport 

0 

0 

0 


0 

0 

Planning 





0 

0 

Planning (Strategic £ 







Regulatory) 

5 

11 

5 


6 

55% 

Local Economic Development 

3 

3 

3 


0 

0 

Community 8 Social Services 

12 

25 

12 


13 

52% 

Environmental Prelection 

58 

59 

55 


4 

7% 

Health 

0 

0 

0 


0 

0 

Security and Safety 

12 

15 

11 


4 

27% 

Spon and Recreation 

20 

22 

21 


1 

5% 

Corporate Policy Offices and 







Other 







Totals 

379 

534 

360 

174 

33% 




Vacancy Rate 2011/2012 

Designations 

Total 

Approved 

Post 

Filled Posts 

Percentage 

Days 


No, 

No. 

Vacant 

Filled 


Municipal Manager 

1 

1 

0 

100% 


Chief Finance Officer 

1 

1 

0 

100% 


Director Public Safety 

1 

1 

0 

100% 


Director Corporate Services 

1 

1 

0 

100% 


Director Community Services 

1 

0 

1 

0 

250 days 

Director Technical Services 

1 

0 

1 

0 

250 days 

Municipal Traffic officer 

13 

9 

4 

69% 


Fire Fighter 

25 

22 

3 

63% 


Managers (.Excluding Finance) 

26 

20 

6 

77% 


Finance Managers 

5 

5 

0 

100% 


Supervisors {Excluding 

Finance) 

39 

33 

6 

85% 


Finance Supervisors 

12 

9 

3 

75% 


COMMENT ON VACANCIES AND TURNOVER: 

During 2011/12 financial year, senior management consisted of the Municipal Manager, Director Corporate Service, Director 
Public Safety and CFO, The position of Director Technical Service and fine position! of Director Community Services were 
advertised in national print media but no suitable candidates were identified amongst the candidates. Internal employees 
■were appointed to act in the two positions to carry out the functions of the two departments which are community and 
technical services. The turnover rate of the municipality was determined at 3% for the whole financial year. The post of 
Director Technical Services and Director Community Services remained vacant for a period of one year 
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COMPONENT B: MANAGING THE MUNICIPAL WORKFORCE 


1 4 2 POLICIES 


HR Policies and Plans 


Name of Policy 

Completed 

% 

Reviewed 

% 

Date adopted by council or comment on failure to 
adopt 

1 

Affirmative Action 

0% 


The policy have deem drafted and will be submitted to 
the Local Labour Forum for deliberation and to Council 
for adoption 

2 

Attraction and Retention 

100% 


Adopted by Council In June 2012 

3 

Code of Conduct for 
employees 

95% 


Council implement the Code of Conduct which was 
agreed at between the parlies in the Bargaining 

Councsl 

4 

Delegations, Authorisation & 
Responsibility 

0% 


No Delegation, Authorisation 6 Responsibility Policy, 
there is an ongoing investigation to obtain the best 
practice guiding document from other Municipalities 

5 

Disciplinary Code and 
Procedures 

95% 


Council implements She Disciplinary Code and 

Procedures which was negotiated in the Bargaining 
Council 

6 

Essentia! Services 

60% 


Council has adopted the Service Charter to provide 
guidance on Essential Services 

7 

Employee Assistance / 
Wellness 

80% 


Council adopted Employee Assistance / Wellness 

Policy in June 2012 and is being implemented 

8 

Employment Equity 

0% 


The Employment Eguity Policy has been drafted and il 
'will be submitted to the Local Labour Forum for 
deliberation and to Council for adoption but the 
Employment Equity Plan has been adopted by Council 
and il i s being implemented 

9 

Exit Management 

30% 


Council has adopted fhe Employ meni Practice Policy 
which includes the Exit Management Practice but the 

Exit Management part has not yet being fully 
implemented 

10 

Grievance Procedures 

95% 


Council has adopted the Bargaining Council Grievance 
Procedures and it is being implemented 

11 

HlWAids 

100% 


Council has adopted the HIWAids Policy and it is being 
implemented 

12 

Human Resource and 
Development 

70% 


Council has adopted Ihe Employment Practice Policy 
and the Capacity Building Policy and it is being 
implemented 

13 

information Technology 

80% 


Councd has adopted the Electronic Communication 

Policy and is being implemented 

14 

Job Evaluation 

0% 


No policy in place 

15 

Leave 

95% 


Council implemenis the leave in terms of the 

Bargaining Council Main Collective Agreement end it is 
being implemented 

16 

Occupational Health and 

100% 


Council adopted the Gccupattonal Health and Safety 
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Sanitation, sewerage 

1,383 

1,314 

1,314 

1,314 

m 

0% 

Energy 

9,717 

9,717 

9.717 

9,717 

0% 

0% 

Refuse 

12.545 

12,545 

12,545 

12.545 

0% 

0% 


R'OOO 


201 on i 

2011/12 

2011/12 Variance 

Descftption 

Actual 

Original 

Budget 

Adjustments 

Budget 

Actual 

Original 

Budget 

Adjustments 

Budget 

Ooeratina Cost 







Water 

26,485 

23,572 

28,075 

23,042 

■2.30% 

■2164% 

Waste Water (Sanitation) 

8,541 

8.621 

11,397 

20,018 

56.94% 

43.06% 

Electricity 

12,355 

26,674 

7,797 

18,876 

-4131% 

58.69% 

Waste Management 

14,232 

18.769 

604 

19.373 

3,12% 

96.88% 

Housing 

1.015 

1,047 

218 

1265 

17.26% 

82.74% 

Component A: sub-total 

62.628 

78,682 

48,091 

82,574 

4.71% 

41 76% 

Waste Water (Stormwater Drainage, 

0 

0 

0 

0 

0.00% 

Q.00% 

Roads 

16,061 

7,788 

8,609 

16,397 

52,50% 

47.50% 

Transport 

0 

0 

0 

0 

0.00% 

0.00% 

Component B: sub-lotel 

16.051 

7,788 

6. 6:6 

16.397 

52,50% 

47.50% 

Planning 

5,015 

2,369 

14 

2,383 

0,61% 

99,39% 

Local Economic Development 

1.218 

17 

1,235 

1,069 

98.38% 

■15.56% 

Component B: sub-total 

6.233 

2.386 

1,249 

3,452 

30.83% 

63.81% 

Planning (Strategic & Regulatory) 

12,546 

10,413 

11793 

11,542 

9.78% 

-2.17% 

Local Economic Development 

2,355 

2,190 

2,425 

2,402 

8.82% 

-0.98% 

Component C; sub-total 

14,900 

12,603 

14.218 

46,115 

72,67% 

69.17% 

Community & Social Services 

4,565 

3.698 

4,337 

4,291 

13,83% 

4.06% 

Enviromentat Projection 

5,649 

4,971 

6,157 

4,971 

0.00% 

-23.86% 

Health 

5,649 

4,971 

6,157 

4,971 

0.00% 

-23.86% 

Security and Safety 

7.179 

7.052 

- 

7,052 

0.00% 

100.00% 


81 



Sport, and Recreation 

3,767 

3,742 

445 

4,971 

24.72% 

91.04% 

Corporate Policy Offices and Other 

5,649 

4,^71 

6,167 

4,971 

0.00% 

■23.86% 

Component 0: sub-total 

32,457 

29,404 

23.253 

31,226 

5.34% 

25.53% 

Total Expenditure 

132.269 

211,536 

154,831 

274,163 

22.83% 

43.53% 


5.2 GRANTS 


Grant Performance 

K 900 

Description 

2010/11 

2011/12 

2011 

1/12 Variance 

Actual 

Budget 

Adjustments 

Budget 

Actual 

Original 

Budget 

m 

Adjustments 
Budget (%) 

■4% 

Operatinq Transfers and Grants 

National Government: 

Equitable share 

Municipal Systems 

Improvement 

Department of Water Affairs 

Levy replacement 

Municipal finance 

EPWP Incentive 

5% M iG operational 

Training gran) SITA 

Provincial Government: 

Health subsidy 

Housing 

Ambulance subsidy 

Sports and Recreation 

Municipal finance 

District Municipality: 

[insert description! 

Other grant providers: 

[insert description! 

36,102 

96 f 846 

97,382 

93.977 

■2% 

02.963 

750 

0 

0 

1.000 

0 

1,334 

0 

93.142 

790 

0 

0 

1,250 

1,664 

93,142 

790 

0 

0 

1,250 

536 

1.664 

38,975 

790 

0 

0 

1.250 

535 

1664 

713 

-5% 

0% 

0% 

0% 

0% 

-5% 

0% 

0% 

0% 

0% 

100% 

8% 

0% 

0% 

100% 

100% 













































Total Operating Transfers and 

Grants 
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Grants Received From Sources Other Than Division of Revenue Act (DORA) 

Details of 

Donor 

Actual 

Grant 

"10/11 

Actual 
Grant 
■1 1/12 

11/12 

Municipal 

Contributio 

n 

Date Grant 
terminates 

Date 

Municipal 

contribution 

terminates 

Nature and benefit from the grant 

received, include description of any 
contributions in kind 

Parastatals 

A- 'Project 1" 

2195330 

2195330 

0 

2012/01/19 


Sheepmoor roads- access roads lor 94 
househo1ds(361 community members) 

A * "Project 2' 

3059453 

3059453 

0 

201 2/01/25 


Dave! roads- access roads for public 
transport and sidewalk for school 
children 

0- "Project r 

2421904 

2421904 

0 

2012/02/22 


Cassim Park access roads 

8 < "Project T 








Foreign Governments/Development Aid Agencies 


A- "Project V 







A -‘Project 2* 







B - ‘Project T 







B - "Project Z 







Private Sector / Organisations 

A -"Project V 







A - “Project 2‘ 







B- "Project T 







B- "Protect 2“ 















5.3 ASSET MANAGEMENT 


TREATMENT OF THE THREE LARGEST ASSETS ACQUIRED 2008/09 

Asset 1 

Name 

Construction of water reticulation in New Ermelo 

Description 

Water Reticulation 

Asset Type 

Infrastructure- water network 

Key Staff Involved 

MPU personnel 

Staff Responsibilities 

Monitoring and evaluation of project 

Asset Value 

2008/09 

2009/10 

2010/11 

2011/12 



824,355 

8.938 : 632 

Capital Implications 



S3 


Future Purpose of Asset 

Supply of water to communities in New Ermela 

Describe Key Issues 


Policies in Place to Manage Asset 

Asset Management Policy 


Asset 2 

Name 

Upgrading of water treatment plant 

Description 

Upgrading of water Ireatmenl plant and increase of storage capacity 

Asset Type 

Infrastructure- water dams and reservoirs 

Key Staff Involves 

MPU personnel 

1 

Staff Responsibilities 


Asset Value 

2008/09 

2009/10 

2010/11 

2011/12 




3922889 

Capital Impkabons 


Future Purpose of Asset 

Supply of water to commuinilies around Ermelp 

Describe Key Issues 


Policies in Place to Manage Asset 

Asset Management Policy 


Asset 3 

Name 

Refurbishment and upgrading of sewer treatment plant 

Description 

Refurbishmenl of sewer treatment plant 

Asset Type 

Infrastructure- sewer 

Key Staff Involved 

MPU personnel 

Staff Responsibilities 

Monitoring and evaluation of project 

Asset Value 

mm 

2009/10 

2010/11 

2011/12 



273613- 

3226368 

Capital Implications 


Future Purpose of Asset 

Supply ol sewer and sale environment to communities 

Describe Key issues 


Policies in Place to Manage Asset 

Asset Management Policy 


Repair end Maintenance Expenditure 2011 pi 2 

R 1 COO 



Original Budget 

Adjustment 

Budget 

Actual 

Budget variance 

Repairs and Maintenance Expenditure 

18541 

19075 

16475 

1114% 
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5.4 FINANCIAL RATIOS BASED ON KEY PERFORMANCE INDICATORS 


Liquidity Ratio 



2005/06 2006/07 2007/08 2008/09 

Liquid ity Ratio - Measures Ibe municipality's ability to pay its bills 
and is calculated by dividing jhe monetary assets by the 
municipality's current liabilities. A higher ratio is better 
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8S 
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Repairs & Maintenance 



COMPONENT B: SPENDING AGAINST CAPITAL BUDGET 



5.5 


CAPITAL EXPENDITURE 


90 . 00 % 
00 . 00 % 
70 00 % 
60 . 00 % 
50 . 00 % 
40 . 00 % 
30 , 00 % 
20 . 00 % 
10 . 00 % 
0 . 00 % 


Capital Expenditure 2011/12 




% of Expenditure Budget 


Capital Expenditure 


Operating Expenditure 
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[ife SOURCES OF FINANCE 


Capital Expenditure ■ Funding Sources 20 1 0ft 1 - 2011H2 


R'OOO 


Details 

201 om 

201 Ifi 2 

Actual 

Original 

Budget 

(OB) 

Adjustment 

Budget 

Actual 

Adjust merit 
to OB 

Variance (%) 

Actual to OB 
Variance {it] 

Source of 
finance 









Eternal loans 

4.746.000 

2.000.000 

2 r OM,QDO 

506.523 

-2$4.35% 

-294.65% 

Public con Mwflora 
and donations 

35.037.089 






Grants aid subsidies 

20,461,951 

56.316.0CC 

66.600, 000 

39,002,036 

4.55% 

-12.33% 

Otter 

1.057.000 

2.000.000 

2.000.000 

3.073,446 

43.37% 

46 37%. 

Tola! 


61,3)4.010 

60.316.000 

7D.600.M0 

63,332,005 

4.64% 

41.39% 

flwccnraoi? of finance 









External loans 

7.7% 

3.3% 

2.6% 

a,e% 

-314.92% 

-254.46% 

Public COnbtfHilKflS 
and donations 

57.2% 

0.0% 

0.0% 

0.0% 



Grants and subsidies 

33.4% 

93 4% 

94.3% 

93.1% 

-0.30% 

-1.34% 

Otter 

1.7% 

3.3% 

2,3% 

61% 

46.74% 

53.65% 


Capital expenditure 









Water and sanation 

20.314,617 

11X836,000 

31.769.000 

2 1,002.451 

48.41% 

-51.26% 


Electricity 

5.335.251 

9.036.000 

1 2.354. OW 

3, 475,032 

- 1 3.70% 

45.77% 


Hous ng 








Roads and slontt 
■*at£- r 

18.946,644 

4 5,400.000 

20,902.000 

22.635.616 

1942% 

6.47% 


Otter 

16,440,354 

500,000 

3.695,000 

11.063.962 

9546% 

64.61% 

Total 


61 .26-5.896 

39J71.004 

63.920.000 

63.362.061 

37.88% 

-6.74% 

flercerafage of 
tixpeodnufo 









'.Vj’L-r and sanita&on 

33.1% 

27.5% 

46.1% 

33.1% 

16.95% 

39.11* 


Electtcitv 

9.0% 

24.5% 

17.9% 

13.4% 

43.04% 

-34 06% 


Housing 

0.0% 

0-0% 

0.0% 

0.0% 




Roads and steam 
waler 

30.4% 

46.7% 

30.3% 

36.0% 

-29 72% 

15,02% 


Otter 

26.3% 

1.3% 

5.7% 

17 5% 

92.73% 

67.64% 


CAPITAL SPENDING ON 5 LARGEST PROJECTS 


5/7 


Capital Expenditure of 5 largest projects* 


R 1 COO 


Name of Project 

Current Year 

Variance Current Year 

Original 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Original 
Variance {%} 

Adjustment 
variance (%) 

A ■ Construction of water 
reticulation in New Ermelo 


6,938.632 

6,938,632 

100% 

0% 

6 ' Upgrading of water treatment 
plant and increase storage 
capacity 

4,500.000 

4.500,000 

3,922.689 

*15% 

*15% 

C - Refurbishment and upgrading 
of sewer treatment plant 


3,226,386 

3,226.386 

100% 

0% 

D - Installation of ventilated pit 
tantrines 

3,179.539 

3,179.539 

3,179.539 

0% 

0% 

E - Constructions and repair of 
roads in LoShair 

4,000,000 

4.000,000 

2.530,370 

■58% 

■53% 


Name of Project - A 

Construction of water reticulation in New Ermelo 

Objective of Project 

Provision of water to communities 

Delays 

Procure men! processes 

Future Challenges 

cost on maintenance of the reticulation 

Anticipated ofbzen benefits 

154 citizens {40 households) 


Name of Project - 9 

Upgrading of water treatment plant and increase storage capacity 

Objective of Project 

provision of water to communities 

Delays 

Procurement processes and late supply of materials 

Future Challenges 

Increase in number of households 

Anticipated citizen benefits 

24465 citizens( 6350 households 


Name of Project * C 

Refurbishment and upgrading of sewer treatment plant 

Objective of Proiect 

Provision ot environmentally safe environment 

Delays 

None 

Future Challenges 

Increase m number of households 

An ticipated citizen benefits 

2853 citizens {740 households) 
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Name of Project - D 

Installation of ventilated pit latrines 

Objective of Project 

Provision of pit latrines 

Delays 

None 

Future Challenges 

Increase m number of households 

Anticipated citizen benefits 

445 56 citizens (1 1644 households) 


Name of Project -E 

Corislruction and repair of roads in Lolhair 

Objective of Protect 

■Provision of access ible roads 

Delays 

None 

Future Challenges 

Maintenance costs of roads 

Anticspaied citizen benefits 

4146 citizens (1076 households) 


Vote Description 

Capital Expenditure incurred 

% of Total Expenditure 

Land 

475000 

0 % 

Buildinqs 

3179 m 

5% 

Plant and machinery 

302 524 

0% 

Furniture and fixtures 

38077 

0% 

Motor vehicles 

3481 670 

6% 

IT equipment 

453 931 

0% 

Work-in- Progress 

30764 927 

49% 

Cemetries 

- 

0 % 

Land fill sites 

2170424 

3% 

Solid waste disposal 

7 543 

0 % 

Roads 

11 114 299 

18% 

Wastewater network 

1 965498 

3% 

Water network 

393 551 

0% 

Electricity 

6 304 222 

13% 

Heritage assets 

- 


Intangible assets 

730 748 

0% 

TOTAL 

63 382002 

K)0% 


5.B BASIC SERVICE AND INFRASTRUCTURE BACKLOGS - OVERVIEW 


Service Backlogs as at 30 June 2012 

Households tHHs} 


'Service level above minimun standard 

"Service level below min inn un standard 


No. HHs 

% HHs 

No. HHs 

% HHs 

Water 

38493 

95% 

2057 

5% 

Sanitation 

38103 

97% 

1314 

3% 

Electncity 

29145 

75% 

9717 

25% 

Waste management 

26216 

68% 

12545 

32% 

Housing 


% 


% 
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Municipal Infrastructure Grant (MIG)* Expenditure 2010/12 on Service backlogs 

R' 000 

Details 

Budget 

Adjustment 

Budget 

Actual 

Variance 

Major conditions 

applied by donor 
{continue below 

If necessary) 

Budget 

Adjustment 

Budget 

Infrastructure * Road transport 

13,400,00 

0 

20,390,042 

15,158,93 

0 




Hoads, Pavements & 

Bridges 

18,400.00 

0 

20.690,042 

15.158.93 

0 

-21% 

-36% 


Storm water 







Infrastructure- Electricity 

2,400,000 

2,400.000 

1,839,469 

■30% 

-30% 


Generation 







Transmission £ Reticulation 

2,400,000 

2,400 000 

1 ,839,469 

-30% 

-30% 


Street Lighting 







Infrastructure * Water 

3.835,000 

15,026,187 

13,992,28 

7 

37% 

-7% 


Dams £ Reservoirs 







Water purification 







Reticulation 

8,835,000 

15,026.187 

13,992,28 

7 

37% 

-7% 


Infrastructure - Sanitation 

3,170,539 

10,191,922 

8,189,610 

61% 

■24% 


Reticulation 

3.179.539 

6,965.922 

8,189,510 

61% 

15% 


Sewerage purification 


3,226,000 

0 




Infrastructure - Other 

0 

172,000 

150,858 

100% 

-14% 


Waste Management 







Transports?.™ 







Gas 







comedies 

0 

172,000 

150,858 

100% 

-14% 


Other Specify: 




























Total 

32,814.53 

9 

48,480.151 

39,331.05 

4 

17% 

-23% 
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COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENTS 


5.9 CASHFLOW 


Cash Flew Outcomes 



R’OQO 

Description 

2010/2011 

Current year 2011/2012 

Audited 

Outcome 

Original Budget 

Adjusted 

Budget 

Actual 

CASH FLOW FROM OPERATING ACTIVITIES 





Receipts 





Ratepayers and other 

191,049 

240,300 

240,300 

237,110 

Government - operating 

86,435 

95.539 

95,539 

79.547 

Government* capital 

20,462 

40,521 

40,521 

59,002 

Interest 

9,201 

11,041 

11,041 

10,713 

Dividends 





Payments 





Suppliers and employees 

-265,102 

■350,056 

'350,773 

■303,452 

Finance charges 

-10 

-11 

-11 

-1,689 

Transfers and Grants 





NET CASH PROMISED) OPERATING ACTIVITIES 

41,035 

37,334 

36,617 

81,231 

CASH FLOWS FROM INVESTING ACTIVITIES 





Receipts 





Proceeds on disposal of PPE 

0 

2,000 

2,000 


Decrease (Increase) in non-current debtors 

0 




Decrease (increase) other nonnajment receivables 

9,354 




Decrease (increase) in non-current investments 

98 



-9.967 

Loss on safe of propert y p lant ano equipment 

-6 



-150 

Purchase of intangible assets 




-731 

Other cash items 

0 



279 

Payments 





Capital assets 

-63.271 

-59,921 

-59,921 

-62.651 

NET CASH FROIWOJSED) INVESTING ACTIVITIES 

■53,795 

*57,921 

-57,921 

■73,228 

CASH FLOWS FROM FINANCING ACTIVITIES 





Receipts 





Short term loans 

-15 

-2,000 

-2,000 

-17 

Borrowing long lemVrefinancing 





increase (decrease) in consumer deposits 

646 

698 

693 

45 
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Payments 

Repayment of borrowing 

-2,733 

'2,698 

2.96B 


NET CASH FRQM/{U5ED) FINANCING ACTIVITIES 

-*2,102 

■4,009 

1,668 

26 

NET INCREASE] (DECREASE) IN CASH HELD 

-14,862 

■24 r 5S7 

-19,633 

6,031 

Cash/cash equivalents at the year begin; 

969 

-13,839 

-13,893 

43,693 

Cash/cash equivalents at the year end: 

■13,893 

-33,426 

■33,531 

-5.662 


5.10 BORROWING AND INVESTMENTS 

Actual Borrowings 2009/10- 2011)12 

R 1 000 

Instrument 

2009/10 

2010/11 

2011/12 

Municipality 




Long-Term Loans (annuily/reducing balance) 

73,390 

58,875 

54,056 

Lonq-Term Loans (non-annuity) 




local registered stock 




Instalment Credit 




Financial Leases 

4.610,896 

7.779,164 

5,982.173 

PPP liabilities 




Finance Granted By Cap Equipment Supplier 




Marketable Bonds 




Non-Marketable Bonds 




Bankers Acceptances 




Financial derivatives 




Other Securities 




Municipality Total 

4,684.794 

7.838.059 

6.036,229 

Municipal Entities 




Lonq-Term Loans {annul ty/reduclng balance) 




Long-Term Loans (non-annuity) 




Local registered stock 




Instalment Cred it 




Financial Leases 




PPP liabilities 




Finance Granted 8y Cap Equipment Supplier 




Marketable Bonds 




Non- Marketable Bonds 




Bankers Acceptances 




Financial denvatrves 




Other Securities 




Entities Total 

0 0 

0 
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Actual Borrowings 

90QODQ0 | 

aOODDOQ - 
7000000 

6000000 

5000000 

4000000 

3000000 

2000000 

1000000 — 
o — 

Municipal and Entity Investments 


K 000 


Investment* type 

2009/10 

2010/11 

2011/12 

Actual 

Actual 

Actual 

Municipality 




Securities - National Government 




Listed Corporals Bonds 




Deposits - Bank 

0 

0 

9599,965 

Deposits - Public Investment Commissioners 




Deposits - Corporation for Public Deposits 




Bankers Acceptance Certificates 




Negotiable Certificates of Deposit - Banks 




Guaranteed Endowment Policies (sinking) 




Repurchase Agreements - Banks 




Municipal Bonds 




Other 
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Municipality sub ■total 

0 

0 ' 

9.999.965 





Municipal Entities 




Securities - National Government 




Listed Corporate Bonds 




Deposit * Bank 




Deposits - Public Investment Commissioners 




Deposits - Corporation for Public Deposits 




Bankers Acceptance Certificates 




Negotiable Certificates of Deposit - Banks 




Guaranteed Endowment Policies (sinkinq) 




Repurchase Agreements - Banks 




Other 




Entities sub-total 

0 

0 

0 





Consolidated total: 

u 

0 

9,999,965 


5.11 PUBLIC PRIVATE PARTNERSHIPS 

COMPONENT D: OTHER FINANCIAL MATTERS 


5 12 SUPPL CHAIN MANAGEMENT 


SUPPLY CHAIN MANAGEMENT 

The Municipality implemented a supply chain management policy in line with the protons of Supply Chain Management 
Regulation. Procurement was done from SMME's as well as companies owned by youth and women. A supplier data base 
was completed in 2011/12 lo enable easy of procurement of goods ana services. The challenges the municipality has is 
that majority of companies are deregistered at CtPRO due to non submission of annual company registration returns. Ail 
tenders were awarded to previously disadvantaged individuals. The following officials on the supply chain management unit 
have not yet reached the minimum National competency level of qualification and slill undergoing (raining; 


Surname and Name 

Position 

Hlonpwa Bongani 

Manager Supply Chain Management 

Mahlangu Prudence 

Supply Cham Practitioner 

Nkosr Nkuiuieko 

Supply Chain Management Clerk 




5.13 GRAP COMPLIANCE 


GRAP COMPLIANCE 

The financial results of the 2011/1 2 year as presented in this report is based on unaudited information and will be updated as 
soon as the report of the Auditor General has been issued. Irn this report, both qualitative and quantifahve information will be 
provided on the results of the year. 

The annual financial statements are prepared on an accrual basts of accounting and are in accordance with historical cost 
convention. The annual financial statements have been prepared n accordance with the Standards of Generally Recognized 
Accounting Practice (GRAP) as prescribed by the Minister of Finance in terms of General Notice 591 and 992 of 2005. Some 
ol these accounting policies are not consistent with all the accounting policies of the orevious financial year, due to GRAP / 
GAAP conversion. 

As far as i{ has been practicable, applicable standards have bee adopted retrospectively and prior year figures have been 
restated to achieve comparability requirements. 
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MFMA COMPLIANCE 


All MFMA and DORA returns are submitted by the municipality as. required monthly, quarterly and annually. 


Name of return 

Submitted to 


■MONTHLY 


Financial Management Grant 

NT 

Age Analysis Debtors (AD) and Creditors (AC), Cash Flow. Operating Statement Actuals (OSE) 

NT 

Sec1son71 Budget Statements 

FT 

Supply Chain Management 

NT/PT 

IVtlG returns 

COGTA 

Equitable Share 

COGTA 


QUARTERLY 


MFMA Implementation and monitoring checklist 

NT 

Municipal entities 

NT 

Public Private Partnerships 

NT 

Long-term contracts 

NT 

Borrowing 

NT 


ANNUALLY 


Appendix A 

NT 

Operating Statement Budget (OSB) 

NT 

New Budget Regulations 1 April 1 2Q09 

NT/FT 
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Nature of business and principal activities 

Grading of local authority 
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Municipal Demarcation Code 

Speaker 

Chief Whip 

Mayoral committee 
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Councillors 
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Index 


The reports and statements set out below compnse the annual financial statements presented to the council: 


Indejt Page 

Accounting Officer's Responsibilities and Approval 4 

Accounting Officer's Report 5 

Statement of Financial Position 6 

Slate men t of Financial Performance 7 

Statement of Changes in Net Assets 8 

Cash Flow Statement 9 

Accounting Policies 10-31 

Notes to the Annual Financial Statements 31-81 


The following supplementary information does not form part of the annual financial statements and is unaudited: 
Detailed Income statement 82 


Abbreviations 

D8SA 

GRAP 

HDF 

IMFO 

IPSAS 

ME's 

MEC 

MFMA 

MIG 


Development Bank of South Africa 

Generally Recognised Accounting Practice 

Housing Development Fund 

Institute of Municipal Finance Officers 

International Public Seder Accounting Standards 

Municipal Entities 

Member of the Executive Council 

Municipal Finance Management Act 

Municipal Infrastructure Grant (previously CMIP) 
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Msukafigwa Local Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act {Act 56 of 2DQ3}, to maintain adequate accounting 
records and is responsible for the content and integrity of the annual financial statements and related financial information 
included in this report. It is the responsibility of the accounting officer to ensure that the annual financial statements fairly 
present the slate of affairs of the municipality as at the end of the financial year and the results of its operations and cash flows 
for the period then ended, The external auditors are engaged to express an independent opinion on the annual financial 
statements and was given unrestricted access to all financial records and related dala. 

The annual financial statements have been prepared in accordance with Statements of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by foe Accounting Standards Board, 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by 
the municipality and place considerable importance on maintaining a strong control environment, To enable him to meet these 
responsibilities, foe accounting officer sets standards for internal control aimed at reducing the risk of error or deficit in a cost 
effective manner, T he standards include the proper delegation of responsibilities within a clearly defined framework, effective 
accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored 
throughout the municipality and all employees are required to maintain the highest ethical standards in ensuring the 
municipality's business Is conducted in a manner that In all reasonable circumstances is above reproach. The focus of risk 
management in foe municipality fs on identifying, assessing, managing and monitoring all known forms of risk across the 
municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that 
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures 
and constraints. 

The accounting officer is of foe opinion, based on the information and explanations given by management, that foe system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of foe annual 
financial statements, However f any system of internal financial control can provide only reasonable, and not absolute, 
assurance against material mls&latemenl or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2013 and. in foe light of this 
review and foe current financial position, he is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

The external auditors are responsible for independently reviewing and reporting on foe municipality's annual financial 
statements. The annual financial statements have been examined by foe municipality's external auditors and foeir report is 
presented on page 5. 

The annual financial slatements set out an pages 5 to 82. which have been prepared gn the going concern basis, were 
approved by the accounting officer on 31 August 2012 and were signed on its behalf by: 



Accounting Officer 
TBW Ola mint 
31 August 2012 
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Msukafigwa Local Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Officer's Report 


The accounting officer submits his report for the year ended 30 June 2012. 
f . Review of activities 

Main business and operations 

Msukaligwa Local Municipality is a low capacity local municipality and delivers basic services such as water, electricity and 
refuse removal services to the Ermelo, Breyten, Wessefton, Lake Chrissie, Davef, Lolhair, Sheepmoor and Warhurton 
region. 

The operating results and slate of affairs of the municipality are fully set out in the attached annual financial statements and 
do not in our opinion require any further comment, 

Hei surplus of the municipality was R34 053 237 (201 1: deficit R 1 ,527,839), 

2, Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 

3, S ubse q u ent events 

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year. 

4, Accounting policies 

The annual financial state merits have prepared in accordance with the effective Standards of Generally Recognised Accounting 
Practices (GRAP), including any Interpretations, guidelines and directives issued by the Accounting Standards Board. 

5, Auditors 

Auditor General - Mpumalanga will continue in office for the next financial period- 
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Figures in Rancf Note(s) 2012 2011 


Assets 


Current Assets 


inventories 

9 

25 390 315 

24 708 944 

Other financial assets 

7 

9 999 746 

32 575 

Other receivables from non -exchange transactions 

10 

13 447 211 

16 994 712 

Consumer receivables 

12 

71 139 058 

77 624 970 

Cash and cash equivalents 

13 

32 570 

125 558 900 

32 570 

119 393 771 

Non-Current Assets 

Investment property 

4 

4 560 704 

4 564 404 

Property* plant and equipment 

5 

303 109 421 

271 930 543 

Intangible assets 

6 

749 138 

303 419 263 

230 445 

276 725 392 

Non-Current Assets 


3G3 419 263 

276 725 392 

Current Assets 


125 558 900 

119 393 771 

Non-current assets held for sale (and) {assets of disposal groups) 


- 

- 

Total Assets 

Liabilities 


433 978 163 

396 119 163 

Current Liabilities 

Other financial liabilities 

14 

20138 

44 387 

Finance lease obligation 

15 

3161 368 

2 187 352 

Payables from exchange transactions 

13 

44 574 599 

39 549 742 

VAT payable 

19 

3 632 465 

8 077 046 

Consumer deposits 

20 

7 008 435 

6 330 999 

Unspent conditional grants and receipts 

16 

11 902 T04 

17 802 896 

Bank overdraft 

13 

5 393 625 

81 183 234 

13 925 408 

37 918 830 

Noi>Cuirenl Liabilities 

Other financial liabilities 

14 

21 640 

13 938 

Finance lease obligation 

16 

5 466 705 

5 674 523 

Retirement benefit obligation 

3 

30 737 998 

18 741 783 

Provisions 

17 

23 874 662 

60 101 80S 

21 704 238 

46 134 532 

Non-Current Liabilities 


60 101 005 

46 134 532 

Current Liabilities 


81 193 234 

87 913 830 

Liabilities of disposal groups 


- 

. 

Total Liabilities 


141 294 239 

134 053 362 

Assets 


433 973 163 

396 119163 

Li abilities 


(141 294 239) 

(134 053 362) 

Net Assets 


292 683 924 

262 065 801 

Net Assets 

Accumulated surplus 


292 683 924 

262 065 SOI 


Msukaligwa Local Municipality 

Annuar Financial Statements for the year ended 30 June 2012 


Statement of Financial Performance 


Figures in Rand 

Note(s) 

2012 

2011 

Revenue 

22 

380 375 235 

310 554 864 

Other income 

26 

2 996 677 

4 268 245 

Operating expenses (Refer to notes 26, 26, 29. 30, 32, 34 & 35) 


(359 805 326) 

(323 240 432) 

Operating so rplus/(d elicit) 


24 068 §84 

(8 417 323) 

Invest ment revenue 

31 

10 713 229 

8 875 336 

Finance costs 

33 

(728 576) 

(505 760) 

Profit (loss) for the period from continuing operations 


34 053 237 

(47 747) 

Profit (loss) from discontinued operations 


- 

- 

Surplus^ deficit) for the period 


34 053 237 

(47 747) 
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Statement of Changes in Net Assets 


Figures in Rand 

Accumulated 

surplus 

Total net 
assets 

Balance at 01 July 2010 

251 435 651 

251 495 6S1 

Changes in net assets 



Surplus lor the period 

(47 747) 

(47 747) 

Correction of assets 

10617867 

10 617 067 

Total changes 

10 570 120 

10 570120 

Balance at 01 July 2011 

200 G03 72S 

260 603 726 

Changes in nel assets 



Revaluation of XXX 

(1 073 039) 

(1 973 039) 

Net income (losses) recognised directly in net assets 

(1 973 039) 

(1 973 039) 

Surplus for Ihe period 

34 053 237 

34 053 237 

Tolal recognised income and expenses for the year 

32 080 198 

32 080 198 

Total changes 

32 080 198 

32 080 198 

Balance at 30 June 201 2 

292 683 924 

292 683 924 
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Cash Flow Statement 


Figures in Rand 


Cash flows from operating activities 
Receipts 

Sale of goods and services 
Grants 

interest income 
Other receipts 
Properly rates 


Payments 
Employee costs 
Suppliers 
Finance costs 

Remuneration of councillors 

Revaualion of assets 
Lease liability 
Other cash item 


Total receipts 
Total payments 

Net cash flows from operating activities 

Cash flows from Investing activities 

Purchase of property, plant and equipment 
Loss from sale of property, plant and equipment 
Purchase of intangible assets 
Increase in fixed deposits 
Other cash item 

Net cash flows from Investing activities 

Cash flows from financing activities 

New loans raised t (repaid) 

Increase in consumer deposits 
Finance lease payments 
Finance costs 

Net cash flows from financing activities 


Net increasef(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the period 

Cash and cash equivalents at the end of the period 


Notefe) 


37 


5 

5 

e 


2012 

2011 

167 400 028 
136 548 750 

10 713 229 

18 331 339 

51 379 021 

189 679 796 
106 896 729 

9 201 042 

1 166 824 

386 372 367 

307 146 391 

(112 133 530) 

(1 83 042 317) 
(646 695) 

[9 010 147) 

734 445 
(1 042 319) 

(103 684 309) 
(160 433 6S3) 
(9 535) 
(7 464 095) 
(13 381 882) 
18 862 360 

(305 140 563) 

336 372 367 
(305 140 563) 

81 231 804 

[266 111 154) 

307 145 391 
(266 111 154) 

41 035 237 

(62 651 254) 
(158 160) 
(730 748) 

[9 967 171) 
279 325 

(63 270 993) 

(6 159) 
96 104 

9 384 042 

(73 228 008) 

(53 795 OQG) 

(17 097) 

45 083 

(15 022) 
646 005 
[2 237 153) 
(496 225) 

27 986 

(2 102 395) 

8 031 782 

(1 3 892 838) 

(14 862 164) 

969 327 

(5 861 056) 

(13 892 837) 
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Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1. Presentation of annual financial statements 

The annual financial statements have heen prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by Ihe Accounting Standards Board. 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance wilh historical 
cost convention unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies which have been consistently applied are disclosed below. 

These accounting policies are consistent wilh the previous period except for the changes set out in note 2 - Changes in 
accounting policy. 

1.1 Significant Judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement are inherent in the formation of estimates. Actual results in Ihe fulure could differ from these estimates 
which may be material to the annual financial statements. Significant judgements include: 

Trade receivables / Loans and receive bias 

The municipality assesses its trade receivables and bans and receivables for impairment at each reporting date. In determining 
whether an impairment loss should be recorded in surplus or deficit, the municipality makes judgements as to whether there is 
observable data indicating a measurable decrease in the estimated future cash flows from a financial asset. 

The impairment for trade receivables, held to maturity investments and Joans and receivables Is calculated on a portfolio basis, 
based on historical loss ratios, adjusted for national and industry-specfficeconomic conditions and other indicators present at 
the reporting date that correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the 
portfolio and scaled to Ihe estimated loss emergence period, 

Fair value estimation 

The fair value of financial instruments haded in active markets (such as trading and avaiEable-for-sate securities) is based on 
quoted market prices al ihe end of ihe reporting period. The quoted market price used for financial assets held by the 
municipality is the current bid price. 

The fair value of financial instruments lhat are not traded in an active market (for example, over-the counter derivatives) is 
determined by using valuation techniques. The municipality uses a variety of methods and makes assumptions that are based 
on market conditions existing at Ihe end of each reporting period. Quoted market prices or dealer quotes for similar instruments 
are used for long-term debt. Other techniques, such as estimated discounted cash flows, are used to determine fair value for 
the remaining financial instruments. 

Impairment testing 

The recoverable amounts of cash-generating units and individual assets have been determined based! on the higher of vaiue- 
m-use and fair values less costs to self. These calculations require Ihe use of estimates and assumptions, It is reasonably 
possible that the key assumption may change which may then impact our estimations and may then require a material 
adjustment lo Ihe carrying value of goodwill and tangible assets. 

The municipality reviews and tesls Ihe carrying value of assets when events or changes in circumstances suggest that the 
canying amount may not he recoverable, Assets are grouped at the lowest level for which identifiable cash flows are largely 
independent of cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates 
are prepared of expected future cash flows for each group of assets. Expected future cash flows used to determine the value- 
in-use of tangible assets are inherently uncertain and could materially change overtime, They are significantly affected by a 
number of factors including production estimates and service potential, together with economic factors such as exchange rates 
and inflation and interest. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions are included in note 17 - Provisions. 
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Accounting Policies 


1 A Transfer of functions between entities under common control (continued) 

Useful lives of property, plant and equipment and intangible assets 

The municipality's management determines the estimated useful lives and related depreciation charges for property, plant and 1 
equipment and intangible assets. This estimate is based on the pattern in which an asset's future economic benefits or service 
potential are expected to be consumed by the municipality. 

Post retirement benefits 

The present value ot the post retirement obligation depends on a number of factors that are determined on an actuarial basis 
using a number of assumptions. The assumptions used in determining I he net oast {income) include the discount rate. Any 
changes in these assumptions wilt impact on the carrying amount of post retirement obligations. 

The municipality determines the appropriate discount rate at the end of each reporting date, This is the interest rate that should 
be used to determine the present value of estimated future cash outflows expected to be required to setUe the pension 
obligations, in determining the appropriate discount rate, the municipality considers the interest rates of high-quality corporate 
bonds that are denominated in the currency in which the benefits will be paid, and that have terms to maturity approxi mating (he 
terms of the related pension liability. 

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed in 
note & - Employee benefit obligations. 

Effective interest rate 

The municipality uses the government bond rate, taking into account guidance provided in the accounting standards, and 
applying professional judgement to the specific circumstances, to discount future cash Hows. 

Allowance for doubtful debts 

On receivables an irnpairmenl Id&s is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as (he difference between the receivable's carrying amount and the present value of estimated future 
cash flows discounted at the effective interest rate, computed at initial recognition. 

1 .2 1 investment pro pe rty 

Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital appreciation 
or both, rather than for 

* use in the production or supply of goods or services; 

■ administrative purposes; or 

* sale in the ordinary course of operations. 

Inveslment property is recognised as an asset when, it is probable that the future economic benefits or service potential that 
are associated with the investment property will flow to the municipality, and the cost or fair value of the investment property 
can be measured reliably. 

Investment property is initially measured at cost. Transaction costs are included in the initial measurement. 

Where investment property is acquired at no cost or for a nominal cost, its cost is its fair value as at the date of acquisition, 

Costs include costs incurred initially to acquire the investment property and costs incurred subsequently to add to. or to replace 
a part of, or service the investment property. If a replacement part is recognised in the carrying amount of the Inveslment 
property, the carrying amounl of the replaced part is derecognised. 


134 


Msukaltgwa Local Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.2 investment property (continued) 

Cost model 

Subsequent to initial measurement investment property is carried at cost less accumulated depreciation and any accumulated 
impairment losses. 

Depreciation is provided to write down trie cost, less estimated residual value, by equal installments over trie useful life of the 
property, which is as follows: 

Item Useful life 

Property - tend indefinite 

Properly - buildings 30 years 

investment property is derecognised on disposal or when trie investment property is permanently withdrawn from use and no 
future economic benefits or service potential are expected from its disposal. 

Gains or tosses arising from the retirement or disposal of investment property is the difference between the net disposal 
proceeds and the carrying amount of the asset and is recognised in surplus or deficit in the period of retirement or disposal. 

Compensation from third parties for investment property that was Impaired, lest or given up is recognised In surplus or deficit 
when trie compensation becomes receivable. 

1.3 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item wili flow to the 
municipality- and 

* the cost or fair value of the item can be measured reliably. 

Property, plant and equipment are initially measured at cost. 

The cost of an item of property, plant and equipment ■$ the purchase price and other costs attributable to bring the asset to She 
location and condition necessary for it to be capable of operating in the manner intended by management. T rade discounts and 
rebates are deducted in arriving at the cost, 

Where an item of property, plant and equipment is acquired at no cost, or for a nominal cost, its cost is its fair value as at date 
of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a nen-monetary asset or monetary assets, ora 
combination of monetary and non -monetary assets, the asset acquired is initially measured at fair value (the cost). Jf the 
acquired nommonetary asset's fair value Is not determinable, it's deemed cost is the carrying amount of the asset given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant end equipment 

Costs include costs incurred Initially to acquire or construct an item of properly, plant and equipment and costs incurred 
subsequently lo add to, or to replace a part of. or service it. If a replacement cost is recognised in the carrying amount of an 
item of property, plant end equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and conditio-n necessary for it fo be capable of operating in the manner intended by management. 
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t ,3 Property, plant and equipment (continued) 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment, In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an Hem of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the Hem of property, plant and equipment, Any remaining 
inspection costs from the previous inspection are derecognised, 

Subsequent to Inilia i measurement property, plant and equipment are depreciated on the straight line basis over their expected 
useful lives to their estimated residual values. 

Subsequent to initial measurement property, plant and equipment are carried ai cost Jess accumulated depredation and any 
accumulated impairment tosses. 


The useful lives of items cf property, plant and equipment have been assessed as follows: 


item 

Average useful life 

Infrastructure 

* Roads and motorways 

10 - 15 years 

* Traffic equipment 

5 years 

* Storm water drainage 

20 years 

* Airport infrastructure 

20 years 

* Solid waste 

30 years 

* Water and sanitation 

20 years 

• Major substations: buildings 

30 years 

* Transformers and related equipment 

20 years 

* Mains 

20 years 

* Street lighting 

25 years 

Community 

* Buildings 

30 years 

* Recreational facilities 

30 years 

Other property, plant and equipment 

* Buildings 

30 years 

* Martels and informal markets 

30 years 

* Fire engines 

20 years 

* Landfill sites 

5 years 

■ Car parks 

20 years 

* Building improvements 

30 years 

* Heavy and mobile plant 

10 - 15 years 

♦ Furniture and fittings 

7-10 years 

* Vehicles 

5-7 years 

* Bins and containers 

5-10 years 

* Plant - general 

2-5 years 

* Security systems 

3 years 

• Office equipment 

3 - 7 years 

* Other items of plant and equipment 

2 - 5 years 


The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date, if 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless 
expectations differ from the previous estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depredated separately. 

The depredation charge for each period is recognised in surplus or deficit unless it Is included In the carrying amount of 
another asset. 


Items of properly, plant and equipment are derecognised when Ihe assel is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 
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1 . 3 Prope rty, pJ a nt a nd eq ui pment (conti nu ed) 

The gain or loss arising from Ihe derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised, The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of 
aclivilies. are transferred to inventories when ihe rentals end and the assets are available-for-sale. These assets are not 
accounted for as non-currenl assets held for sale. Proceeds from sales of these assets are recognised as revenue. Alt cash 
flows on Lhese assets are included in cash flows from operating activities in the cash flow statement. 

1.4 Intangible assets 

An asset is identified as an intangible asset when it; 

* is capable of being separated or divided from ihe municipalily and sold, transferred, licensed, rented or 
exchanged, eilher individually or together with a related contract, assets or liability; or 

* arises from contractual rights or other legal rights, regardless whether those rights are transferable or separate 
from Ihe municipality or from other rights and obligations. 

An intangible asset is recognised when; 

* it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

* the cost or fair value of the asset can be measured reliably. 

Intangible assets are initially measured al cost 

Where an intangible asset is acquired at no cost or for a nominal cost, its cost js its fair value as at the dale of acquisition. 

Expenditure on research (or on Ihe research phase of an internal project) is recognised as an expense when it is incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is recognised when; 

1 it is lechnicaliy feasible to complete the asset so that it wili be available for use or sale; 

■* there is an intention to complete and use or sell it; 

* there is an ability to use or sell it; 

* it will generate probable future economic benefits or service potential; 

* there are available technical, financial and other resources to complete the development and to use or sell the 
asset; and 

* the expenditure attributable to Ihe asset during its development can be measured reliably. 

Subsequent to initial measurement intangible assets are carried at cost less any accumulated amortisation and any 
accumulated impairment losses. 

An intangible asset is regarded as having an indefinite useful fife when, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation 3s not 
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the 
asset may be impaired. For all other Intangible assets amortisation is provided on a straight line basis over their expected 
useful lives to their estimated residual value. If any. 

The amortisation period, residual value, if any. and ihe amortisation method for intangible assets are reviewed at the end of 
each reporting dale. If the expectations differ from previous estimates, the change cs accounted for as a change in accounting 
estimate. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over 
ils useful life. 

Internally generated brands, maslheads, publishing titles, customer lists and items similar in substance are not recognised as 
Intangible assets. 


The useful lives of inlangibie assets have been assessed as follows; 

Item Useful life 

Co mpule r soft ware 5years 
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1 .4 Intangible as sets (contin ued) 

Intangible assets are derecognised on disposal, or when no future economic benefits or service potential are expected from its 
use or disposal. 

The gain or loss arising from the derecognition of an Intangible asset is determined as the difference between the nel disposal 
proceeds, if any, and the carrying amount of the intangible asset. Such difference is recognised in surplus or deficit when the 
intangible asset is derecognised. 

1.5 Heritage assets 

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance 
and are held indefinitely for the benefit of present and future generations. 

Recognition 

A heritage asset is recognised when, it is probable that future economic benefits or service potential associated with the asset 
will flow to the municipality, and the cost or fair value of the asset can be measured reliably. 

Initial measurement 

Heritage assets are initially measured at cost. 

Where a heritage asset is acquired at no cost or for a nominal cost, or through a non-exchange transaction, its cost is its fair 
value as al the date of acquisition. 

Subsequent measurement 

Subsequent to Initial measurement heritage assets are earned at cost less any accumulated impairment losses. 

Impairment 

The municipality assesses at each reporting date whether there is an Indication that it may be impaired. If any such indication 
exists, the municipality estimates the recoverable amount or the recoverable service amount of the heritage asset. 

1-6 Financial instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual 
interest of another entity. 

A financial asset Is: 

* cash; 

* a resid ua I interest of a n other entity; o r 

* a contractual right to: 

receive cash or another financial asset from another entity; or 

exchange financial assets or financial liabilities with another entity under conditions that are potentially 
favourable to the entity. 

A financial liability is any liability that is a contractual obligation to: 

* deliver cash or another financial asset to another entity; or 

* exchange financial assets or fmancial liabilities under conditions that are potentially unfavourable to the entity. 

Financial instruments at amortised cost are non-derivative financial assets or non-derivafive financial liabilities that have fixed 
or determinable payments, excluding those instruments that: 

4 the municipality designates at fair value at initial recognition; or 

* are held for trading. 

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market, 
and whose fair value cannot be reliably measured. 

Financial instruments at fair value comprise financial assets or financial liabilities that are: 

* derivatives; 

* combined instruments that are designated at fair value; 
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1.6 Financial instruments {continued) 

* instruments held for trading. A financial instrument is held for trading if 

it is acquired or incurred principally for ihe purpose of selling or repurchasing it in the near-term’ or 
on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for 
which there is evidence of a recent actual pattern of short term profit-taking; 

non -derivative financial assets or financial liabilities with fixed or determinable payments that are designated at 
fair value at initial recognition; and 

financial instruments that do not meet the definition of financial instruments at amortised cost or financial 
instruments at cost. 

Classification 

The municipality has the following types of financial assets (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto: 


Class 
Stand loans 
Consumer debtors 
Cash and cash equivalents 


Category 

Measured at amortised cost 
Measured at amortised cost 
Measured at amortised cost 


The municipality has the following types of financial liabilities (classes and category) as reflected on the face of Ihe slatement of 
financial position or in the notes thereto: 


Class 

Finance lease obligation 
Trade and other payables 
Other financial liabilities 


Category 

Financial liability measured at amortised cost 
Financial liability measured at amortised cost 
Financial liability measured at amortised cost 


Initial recognition 

The municipality recognises a financial asset or a financial liability in its statement of financial position when the entity becomes 
a parly (0 the contractual provisions of the instrument 

The municipality recognises financial assets using trade date accounting. 

initial measurement 


The municipality measures a financial asset and financial liabililyother than those subsequently measured at fair value, at 
amortised cost initially at its fair value, plus transaction! cosls that are directly attributable to the acquisition or issue of the 
financial asset or financial liability. 

Except for the concessioner loan agreement, the municipality measures all other financial assets and financial liabilities at its 
fair value. 


When the municipality enters into a concessionary loan agreement. It first assesses whether the substance of the 
concessionary loan is in fact a loan. On initial recognition, the municipality analyses a concessionary loan Into its component 
pads and accounts for each component separately. The municipality accounts for that part of a concessionary loan that is: 

- a Social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements, 
where it is the issuer of the loan; or 

■ non-exchange revenue, in accordance with the Standard of GRAF on Revenue from Non-exchange Transactions 
(Taxes and Transfers), where it is the recipient of the loan, 
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1>6 Financial instruments (continued) 

Subsequent measurement 

The municipality measures all financial assets and financial liabilities after initial recognition using the following categories: 

* Financia l instruments at fair val ue . 

* Financial instruments at amortised cost. 

All financial assets measured at amortised cost, are subject to an impairment review. 

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is 
measured at initial recognition, minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an allowance account) for impairment or uncollectibilily. 

Fair value measurement considerations 

The best evidence of fair value is quoted prices in an active market, ff the market fora financial instrument is not active, the 
municipality establishes fair value by using a valuation technique. Valuation techniques include using recent arm's length 
market transactions between knowledgeable, willing parties, if available, reference to the current fair value of another 
instrument that is substantially the same, discounted cash flow analysis and option pricing models. If there is a valuation 
technique commonly used by market participants to price the instrument and that technique has bean demonstrated to provide 
reliable estimates of prices obtained in actual market transactions, the entity uses that technique. The chosen valuation 
technique makes maximum use of market inputs and relies as little as possible on entity-specific inputs. It incorporates all 
factors that market participants would consider in setting a price and is consistent with accepted economic methodologies for 
pricing financial instruments. Periodically, the municipality calibrates the valuation technique and tests it for validity using prices 
from any observable current market transactions in the same instrument (i.e. without modification or repackaging) or based on 
any available observable market data, 

Reclassification 

The municipality does not reclassify a financial instrument while if is issued or held unless it is: 

* a combined instrument that is required to be measured at fair value; or 

* an investment in a residual interest thal meets the requirements for reclassification. 

Where the municipality cannot reliably measure the fair value of an embedded derivative that has been separated from a host 
contract that Is a financial instrument at a subsequent reporting date, it measures the combined instalment at fair value The 
instrument is then reclassified from amortised cost or cost to fair value. 

If fair value can no longer be measured reliably for an investment in a residual interest measured at fair value, the municipality 
reclassifies the investment from fair value to cost. The carrying amount al the date that fair value is no longer available 
becomes [he cost, 

If a reliable measure becomes available for an investment in a residual interest for which a measure was previously not 
available, and the Instrument would have been required to be measured at fair value, the municipality reclassifies the 
instrument from cost to fair value. 

Gains and losses 

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured al fair value is recognised 
in surplus or deficit. 

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or deficit 
when the financial asset or financial liability is derecognised or impaired, or through the amortisation process. 

Impairment and un collectibility of financial assets 

The municipality assesses at the end of each reporting period whether there is any objective evidence that a financial asset or 
group of financial assets is impaired. 

For amounts due to the municipality, significant financial difficulties of the receivable, probability lhat the receivable will enter 
bankruptcy and default of payments are all considered indicators of impairment. 
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1.6 Financial instruments (continued) 

Financial assets measured at amortised cost: 

if there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, She 
amount of the Joss is measured as the difference between the asset's carrying amount and the present value of estimated 
future cash flows (excluding future credit losses that have not been incurred} discounted at the financial asset’s original 
effective interest rate. The carrying amount of the asset is reduced directly. The amount of the loss is recognised In surplus or 
deficit 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be refated objectively to an 
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed directly. The 
reversal: does not result in a carrying amount of the financial asset that exceeds what the amortised cost would have been had 
the impairment not been recognised at the date the impairment is reversed. The amount of the reversal is recognised in surplus 
or deficit. 

Where financial assets are impaired through use of an allowance account, the amount of the loss is recognised in surplus or 
deficit within operating expenses. When such assets are written off, the write off is made against the relevant allowance 
account. Subsequent recoveries of amounts previously written off are credited against operating expenses. 

Derecognition 

Financial assets 

The municipality derecognises financial assets using trade date accounting 

The municipality derecognises a financial asset only when: 

* the contractual rights to the cash flows from the financial asset expire, are settled or waived: 

* the municipality transfers to another party substantially all of the risks and rewards of ownership of the financial 
asset: or 

* the municipality, despite having retained some significant risks and rewards of ownership of the financial asset, has 
iransferred control of the asset to another party and the other party has the practical ability to sell the asset in its 
entirety to an unrelated third party, and is able ip exercise that ability unilaterally and without needing to impose 
additional restrictions on (he transfer. In this case, the municipality : 

* derecognise the asset: and 

recognise separately any rights and obligations created or retained: in the transfer, 

The carrying amounts of the transferred asset are allocated between |he rights or obligations retained and those transferred on 
the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair values 
at that date. Any difference between (he consideration received and the amounts recognised and derecognised is recognised in 
surplus or deficit in the period of the transfer. 

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the 
consideration received is recognised in surplus or deficit. 

Financial liabilities 

The municipality removes a financial liability (ora part of a financial liability) from its statement of financial positron when it is 
extinguished — i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived. 

The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to 
another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in 
surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a non-exchange transaction 
are accounted for in accordance with the Standard oF GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers). 
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1.6 Financial instruments (continued) 

Presentation 

Interest relating t o 3 financial instrument or a component that is a financial liability is recognised as revenue or expense in 
surplus or deficit 

Losses and gains relating Eo a finandaE instrument or a component that is a financial liability is recognised as revenue or 
expense in surplus or deficit. 

A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position when 
the municipality currently has a legally enforceable right to set off the recognised amounts and intends either to settle on a net 
hasis r or to realise the asset and settle the liability simultaneously. 

1.7 Leases 

A lease is classified as a finance tease if it transfers substantially all the risks and rewards incidental to ownership, A lease Is 
classified as an operating Eease if it does not transfer substantially all the risks and rewards incidental to ownership, 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value 
of the leased property or. if lower, the present value of the minimum lease payments, The corresponding liability to the lessor is 
included in the statement of financial postlion as a finance lease obligation, 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease. 

M inimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance 
of the liability. 

Any contingent rents are recognised separtety as an expense in the period In which Ihey are incurred. 

Operating leases * lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. The difference between the 
amounts recognised as revenue and the contractual receipts are recognised as an operating lease asset or liability. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of Ihe leased asset 
and recognised as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis. 

Any contingent rent is recognised separately as revenue when received or receivable and are net straight-lined over the lease 
term. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability - 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis 
over the lease term. 

Any contingent rent is recognised separately as an expense when paid or payable and are not straight-lined over the lease 
term. 

1.8 Inventories 

Inventories are initially measured at cost except where inventories are acquired at no cost, or for nominal consideration, then 
their costs are their fair value as at the date of acquisition. 
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1.0 Inventories (continued) 

Subsequently inventories are measured at the tower of cost and net realisable value. 

inventories are measured at the lower of cost and current replacement cost where Ihey are held for; 

* distribution at no charge or for a nominal charge; or 

* consumption in the production process of goods to be distributed al no charge or for a nominal charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less Ihe estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 

The cost of inventories is assigned using the first-in. first-out (FIFO) formula. The same cost formula is used for all inventories 
having a similar nature and use to the municipality. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue Is recognised. If there is no related revenue, the expenses are recognised when ihe goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all tosses of inventories are recognised as an expense in the period the write-down or toss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which Ihe reversal occurs. 

1.9 1 m pa irment of cash -ge neratin g assets 

Cash-generating assels are those assets held by the municipality wilh the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, ft generates a commercial 
return. 

Identification 

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be impaired. 
If any such indication exists, the municipality estimates the recoverable amount of the asset, 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and ils value in use. 
When Ihe carrying amount of a cash-generating asset exceeds ils recoverable amount, it is impaired. 

Irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating intangible asset with 
an indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing ils 
carrying amount with its recoverable amount. This impairment test is performed at the same time every year. If an intangible 
asset was initially recognised during the current reporting period, that intangible asset is tested for impairment before the end of 
the current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the 
continuing use of an asset and from its disposal at the end of its useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived 
from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate Id 
those future cash flows. 
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1 ,0 Im pal rm e nt of cash -generati ng assets (c ontln ued) 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time vaFue of money, represented by the 
current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have not been 
adjusted. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset Is less than its carrying amount, the carrying amount of (he asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately In surplus or deficit. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in 
future periods to allocate the cash-generating asset's revised canying amount, [ess its residual value (If any), on a systematic 
basis over its remaining useful life. 

Recognition and measurement (cash -generating unit) 

lf [ here is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not 
possible to estimate (he recoverable amount of the individual asset, the municipality determines the recoverable amount of (he 
cash-generaiing unit to which the asset belongs (the asset's cash-generating unit). 

If an active market exists for the output produced by an asset or group of assets, (hat asset or group of assets is identified as a 
cash-generating unit, even if some or alt of the output is used internally. If the cash inflows generated by any asset or cash- 
generating unit are affected by internal transfer pricing, the municipality use management's best estimate of future price(s) that 
could be achieved in arm's length transactions in estimating: 

* the future cash inflows used to determine Ihe asset's or cash-generating unit's value in use; and 

* the future cash outflows used to determine the value in use of any ol her assets or cash-generating units that are 
affected by the internat transfer pricing. 

Cash-generating units are identified consistently from period to period for the same asset or types of easels, unless a change is 
justified. 

The carry ing amount of a cash-generating unit is determined on a basis consistent with the way the recoverable amount of the 
cash-generating unit is determined. 

An impairment loss is recognised for a cash-generating unit if Ihe recoverable amount of the unit is less than the carrying 
amount of the unit. The impairment is allocated to reduce the carrying amount of the cosh-generating assets of the uniton a pro 
rata basis, based on Ihe carrying amount of each asset in the unit. These reductions in carrying amounts are treated as 
impairment losses on individual assets. 

In allocating an impairment loss, the entity does not reduce Ihe carrying amount of an asset below the highest of; 

* its fair value Jess costs to sell (if determinable); 

* its value in use (if determinable); and 

* aero. 

The amount of the impairment toss that would otherwise have been allocated to the asset is allocated pro rata to the other 
cash -general! ng assets of the unit, 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of Ihe carrying amount of that non-cash- 
generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable amount of 
the cash-generating unit. 
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1 .9 fmpainm eni of cash-gen g ratio g a s sets (conti nued) 

Reversal of an impairment loss 

The municipality assesses at each reporting dale whether there is any indication that an impairment loss recognised in prior 
periods for a cash-generating asset may no longer exist or may have decreased, if any such indication exists, the entity 
estimates the recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in (he 
estimates used to determine the asset's recoverable amount since Ihe last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does noi exceed (he carrying amount that would 
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods, 

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

After a reversal of an impairment loss is recognised, the depredation (amortisation) charge for the cash -gen orating asset is 
adjusted In future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

A reversai of an impairment loss fora cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses tor 
individual assets. Mo part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service 
potential to a cash -generating unit. 

In allocating a reversal of an impairment Joss for a cash-generating unit, the carrying amount of an asset is not increased above 
(be lower of; 

* its recoverable amount (if determinable); and 

■ ihe carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 
been recognised for the asset in prior periods. 

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to 
the other assets of the unit. 

Redesignation 

The redesignalton of assets from a cash-genera* ing asset to a non-cash-generating asset or from a non-cash-generating asset 
to a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate. 

1.10 Impairment of non-cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Mon-cash-generating assets are assets other than cash-generating assets. 

Ide ratification 

The municipality assesses at each reporting date whether there is any indication that a non-cash -generating assel may be 
impaired. If any such indicators exists, the municipality estimates the recoverable service amount of the asset. 

Recoverable service amount Is the higher of a non-cash-generating asset's fair value less costs to sell and its value In use. 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is Impaired. 

irrespective of whether there is any indication of impairment, the entity also tests a non-cash-generating Intangsble asset with 
an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by comparing 
its camying amount with its recoverable service amount. This impairment test is performed at the same time every year. If an 
intangible asset was initially recognised during the current reporting period, that intangible asset is tested for impairment before 
the end of the current reporting period- 
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1.10 Impairment of non-cash-generating assets (continued) 

Value in use 

Value in Lise of an asset is the present value of the asset's remaining service potential. 

The present value of the remaining service potential of an asset is determined using the following approach: 

Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated 
replacement cost of the asset. The replacement cost of an asset is the cost to replace the assess gross service potential. This 
cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction (replication) 
of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is measured as 
the reproduction or replacement cost of Ihe asset, whichever is lower, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an "optimised 11 basis. The rationale is that the 
municipality would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an 
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services 
the asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand for 
goods or services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an 
optimised basis thus reflects the service potential required of the asset. 

Service units approach 

The present value of the remaining service potential of Ihe asset is determined by reducing the current cost of the remaining 
service potential of the asset before Impairment, to conform lo the reduced number of service units expected from the asset In 
Its impaired state. The current cost of replacing the remaining service potential of the asset before impairment is determined as 
the depreciated reproduction or replacement cost of Ihe asse! before impairment, whichever is lower. 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the canying amount of the 
asset is reduced to Its recoverable service amount. This reduction is an impairment loss. 

An impairment toss is recognised immediately in surplus or deficit. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset's revised carrying amount, less its residual value (if any), 
on a systematic basis over Its remaining useful life. 

Reversal of an impairment loss 

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods fora non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, Ihe 
municipality estimates the recoverable service amount of that asset. 

An impairment toss recognised m prior periods fora non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset's recoverable service amount since Ihe last impairment toss was recognised. The 
carrying amount of the asset is increased to ils reenverabte service amount. The increase is a reversal of an impairment loss. 
The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised tor the 
asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash- generating asset is 
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 
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1.10 Impairment of non -cash-gene rating assets {continued) 

Redesignation 

The redesigns hen of assets from a cash-generating asset to a non-cash-generating asset or from a non -cash-generating asset 
to a cash-generating assel only occur when there is clear evidence that such a redesignation is appropriate. 

1.11 Emp loyee ben sfl ts 
Short-term employee benefits 

The cost of short-term employee benefits (those payable wilhin 12 months after the service is rendered, such as paid vacation 
leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in which the 
service is rendered and are not discounted; 

* as a liability (accrued expense), after deducting any amount already paid, if the amount already paid exceeds the 
undiscounted amount of the benefits, the municipality recognises that excess as an asset (prepaid expense) to the 
extent that the prepayment will be lead to, for example a reduction in future payments or a cash refund; and. 

* as an expanse, unless anotherstandard of GRAP requires or permits the inclusion of the benefits in the cost of an 
asset. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. The municipality measures the 
expected cost of accumulating compensated absences as the additional amount that the municipality experts to pay as a result 
of the unused entitlement that has accumulated at the reporting date. 

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or constructive 
Obligation to make such payments as a result of past performance, and a reliable estimate of the obligation can be made. A 
present obligation exists when the municipality has no realistic alternative, but te make the payments. 
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1.11 Employee benefits (continued) 

Defined contribution, plans 

Defined contribution plans are post- employment benefit plans under which the municipality pays fixed contributions info a 
separate entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold 
sufficient assets to pay all employee benefits relating to employee service in the current and prior periods. 

When an employee has rendered service to the municipality during a reporting period, the municipality recognizes the 
contribution payable to a defined contribution plan in exchange for that service: 

* as a liability [accrued expense), after deducting any contribution already paid. If the 

contribution already paid exceeds Ihe contribulion due for service before the reporting dale, the municipality 
recognizes lhat excess as an asset {prepaid expense) to the extent that the prepayment will lead to, for 
example, a reduction in future payments or a cash refund; and 

* as an expense, unless another Standard of 3RAP requires or permits the inclusion of the 
contribution in the cost of an assef. 

Where contributions (o a defined contribution plan do not fall due wholly within twelve months after the end of the reporting 
period in which the employees render Ihe related service, they are discounted. The rate used to discount reflects the time 
value of money. The currency and term of the financial instrument selected to reflect the time value of money is consistent vrilh 
the currency and estimated term of the obligation. Payments to defined contribution retirement benefit plans are charged as an 
expense as they fall due. 

Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial 
assumptions and what has actual ly occurred) and the effects of changes in actuarial assumptions. In measuring its defined 
benefit liability the municipality recognizes actuarial gains and losses in surplus or deficit in Ihe reporting period in which they 
occur. 

Past service cost is Ihe change in the present value of the defined benefit obligation for employee service in prior periods, 
resulting in the current period from the introduction of, or changes to, post-empEoyment benefits or other tong-term employee 
benefits. Past service cost may be either positive (when benefits are introduced or changed so that the present value of the 
defined benefit obligation increases) or negative (when existing benefits are changed so that the present value of the defined 
benefit obligation decreases). In measuring its defined benefit liability the municipality recognizes past service cost as an 
expense in the reporting period in which the plan is amended. 

The amount recognized as a defined benefit liability is the net total; of the following amounts: 

* the present value of the defined benefit obligation at the reporting data; 

* minus the fair value at the reporting date of plan assets (if any) out of which the 
obligations are to be settled directly; 

* plus any liability that may arise as a result of a minimum funding requirement. 

The amount determined as a defined benefit liability may be negative (an asset). The municipality measures the resulting asset 
at the lower of: 

■ the amount determined above; and 

* the present value of any economic benefits available in the form of refunds from the 

plan or reductions in future contributions to the plan. The present value of these economic benefits is determined using a 
discount rate which reflects the time value of money, 

Any adjustments arising from the limit above is recognized in surplus or deficit. 

The municipality determines the present value of defined benefit obligations and the fair value of any plan assets wilh sufficient 
regularity such that the amounts recognized in the financial statements do not differ materially from the amounts lhat would be 
determined at the reporting date. 

The municipal ity recognizes the net total of the following amounts in surplus or deficit, except to Ihe extent that another 
Standard of GRAP requires or permits their inclusion in the cost of an asset; 

* current service cost; 

- interest cost; 

* the expected return on any pfan assets and on any reimbursement rights; 

* actuarial gains and losses; 

■ past service cost; 

■ the effect of any curtailments or settlements; and 

■ the effect of applying the limit on a defined benefit asset {negative defined benefit liability). 

The municipality uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and Ihe 
related current service cost and, where applicable, past service cost. The Projected Unil Credit Method (sometimes known as 
Ihe accrued benefit method pro-rated on service or as the benefit/years of service method) sees each period of service as 
giving rise to an additional unit of benefit entitlement and measures each unit separately to build up the final obligation. 
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1.11 Em p I oy e e ben efits (co nti n ued ) 

Other peat retirement obligations 

The municipality provides post-retirement medical care benefits upon retirement to some retirees and their legitimate spouses. 

The enticement to post-retirement health care benefits is based on the employee remaining in service up to retirement age and 
the completion of a minimum service period. The amount recognised in the statement of financial position represents the 
present value of the defined contribution obligation. The amount is discounted by using the market related interest rate at the 
reporting date. 

1.12 Provisions and contingencies 
Provisions are recognised when: 

* the municipality has a present obligation as a result of a past event; 

* it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

* a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures expected 
to be required to settle the obligation. 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to 
the Eiabiiily. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does 
not exceed the amount of the provision, 

Provisions are reviewed at each reporting dale and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle Ihe 
obligation. 

Where discounting is used, the carrying amount of a provision Increases in each period to reflECl the passage of time. This 
increase is recognised as an Interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating deficits. 

If the municipality has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a prevision. 

A constructive obligation to restructure arises only when an entity: 

* has a detailed formal plan for the restructuring, identifying at least: 

the activity /ope rating unit or part of a activity /ope rating unit concerned; 
the principal locations affected; 

the location, function, and approximate number of employees who will be compensated for services being 
located: 

the expenditures (hat will be undertaken; and 
when the plan will be implemented; and 

* has raised a valid expectation In those affected that it will carry out the restructuring by starting to implement that 
plan or announcing its main features to those affected by it. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disposed in note 39 - Contingencies. 
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1.13 Revenue from exchange transactions 

Exchange transactions are transactions in which the municipality receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily In the form of cash, goods, services, or use of assets) to another entity in 
exchange. 

Measurement 

Revenue is measured at the fair value of She consideration received or receivable, net of trade discounts and volume rebates. 
Sale of goods 

Revenue from I he sale of goods is recognised when all the following conditions have been satisfied; 

* the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

* the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

* (he amount of revenue can be measured reliably; 

* it is probable (hat the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

* Ibe costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
(he transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

* the amount of revenue can be measured reliably; 

* it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

* the stage of completion of the transaction at the reporting date can be measured reliably; and 

* the cosls incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over |he specified time frame unless there is evidence that some other method better represents the stage gf 
completion, When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant ad is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expanses recognised that are recoverable. 

interest, royalties and dividends 

Revenue arising from the use by others of municipality assets yielding interest, royalties and dividends is recognised when 

* it is probable that the economic benefits or service potential associated with (he transaction will How to the 
municipality; and 

* the amount of the revenue can be measured reliably. 

Interest is recognised, in surplus or deficit, using Ibe effective interest rate method, 

1.14 Revenue from non-exchange transactions 

Non-exchange transactions are transactions that are no! exchange transactions, In a non-exchange transaction, an municipality 
either receives value from another municipality without directly giving approximately equal value in exchange, or gives value to 
anolhar municipality without directly receiving approximately equal value in exchange. 

Stipulations on transferred assels are terms in laws or regulation, or 3 binding arrangement, imposed upon the use of a 
transferred asset by entities external to the reporting municipality. 

Conditions on transferred assets are stipulations that limits the purpose of which a transferred asset may be used, but do not 
specicy that the future economic benefits or service potential is required to be returned to (he trauferor If not deployed as 
spefidfied . 
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1.14 Revenue from non-exchange transactions {continued) 

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used, 
but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed 
as specified. 

Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset Is recognised as revenue, except to the extent 
that a liability is also recognised in respect of the same inflow. 

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non- 
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an 
amount of revenue equal to that reduction. 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municiplaity 
ha complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligations have been met. a liability is recognised! 

Impairment 

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the 
municipality. 

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent to 
the amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to recognise a liability. 
Where a liability is required to be recognised it will be measured as the best estimate of the amount required 1 to settle the 
obligation at the reporting dale, and the amount of the increase in net assets, if any, recognised as revenue. When a liability is 
subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of the reduction in the liability Is 
recognised as revenue. 

Transfers 

The municipality recognises an asset in respect of transfers when the transferred resources meet the definition of an asset and 
satisfy the criteria for recognition as an assei. 

Transferred assets are measured at their fair value as at the date of acquisition. 

Debt forgiveness and assumption of liabilities 

The municipality recognises revenue in respect of debt forgiveness when the former debt no longer meets the definition of a 
liability or satisfies the criteria for recognition as a liability, provided that the debt forgiveness does not salisfy (he definition of a 
contribution from owners. 

Revenue arising from debt forgiveness is measured at the fair value of the debt forgiven. Where debt is carried at a value other 
than fair value,, the receivable is recognised at the carrying amount. 

Fires 

Fines are recognised as revenue when the receivable meets the definition of an asset and satisfies the criteria far recognition 
as an asset. 

Assets arising from fines are measured at the best estimate of the inflow of resources to the municipality. 

Where Ihe municipality collects fines in the capacity of an agent, the fines will not be revenue of the collecting entity. 


L5l 


Msukaiigwa Local Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.14 Revenue from non-exchange transactions (continued) 

Rates, Including collection charges and penalties interest 

Revenue from rates, including collection charges and penalty interest, is recognised when: 

* it is probable that the economic benefits or service potential associated with the transaction will flow to I he 
municipality; 

* the amount of the revenue can be measured reliably; and 

* there has been compliance with the relevant legal requirements. 

Changes to property values during a reporting period are valued by a suitably qualified valuator and adjustments are made to 
rales revenue, based on a lima proportion basis. Adjustments to rates revenue already recognised are processed or additional 
rales revenue is recognised. 

Gifts and donations, including goods and services in-kind 

Gifts and donations, including goods in-kind, are recognised as assets and revenue when it is probable that the future 
economic benefits or service potential will flow to the municipality and the fair value of the assets can be measured reliably, 

Services lh-kind are not recognised. 

Levies 

Levies are recognised as revenue when; 

* it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

* the amount of the revenue can be measured reliably. 

Changes to estiates made when more reliable information become available are processed as an adjustment to levies due. 

Levies are based on declarations completed by levy payers. The estimate of levies revenue when a levy payer has not 
submitted a declaration are based en the following factors; 

■ the extent and success of procedures to investigate the non-submission of a declaration by defaulting levy payers; 

* internal records maintained of historical comparisons of estimated levies with actual levies received from individual 
levy payers; 

* historical information on declarations previously submitted by defaulting levy payers; and 

* the accuracy of the database of levy payors as well as the frequency by which tl is updated for changes, 

1.15 Investment income 

Investment income is recognised on a time-proportion basis using the effective interest method. 

1.1 G Borrowing costs 

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are 
capitalised as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of 
borrowing costs eligible for capitalisation, is determined as follows; 

* Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any 
investment income on (he temporary investment of those borrowings. 

* Weighted average of the borrowing costs applicable to the municipality on funds generally borrowed for the 
purpose of obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs 
incurred. 

The capitalisation of borrowing costs commences when all the following conditions have been met: 

■ expen d itu res for the asset have been Incurred ; 

1 borrowing costs have been incurred; and 

* activities that are necessary to prepare the asset for its intended use or sale are undertaken. 

When the carrying amount or the expected ultimate cost of the qualifying asset exceeds its recoverable amount or 
recoverable service amount or net realisable value, the carrying amount is written down or written off in accordance with the 
accounting policy on Impairment of Assets as per accounting policy number 1.15 and 1.16, In certain circumstances, the 
amount of the write-down or write-off is written back in accordance with the same accounting policy. 
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1.16 Sorrowing costs (continued) 

Capitalisation is suspended during extended periods in which active development is interrupted. 

Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use or 
sale are complete. 

When the municipality completes the construction of a qualifying asset in parts and each part is capable of being used while 
construction continues on other parts, the entity ceases capitalising borrowing costs when it completes substantially all the 
activities necessary to prepare that part for its intended use or sale. 

All other borrowing costs are recognised as an expense In the period In which (bey are incurred. 

1.17 Comparative figures 

Where necessary, comparative figures have been reclassified lo conform to changes in presentation in the current year. 

1.18 Unauthorised expenditure 

Unauthorised expenditure means: 

* overspending of a vote or a main division within a vote; and 

* expenditure not in accordance wilh (he purpose of a vote or, in the case of a main division, not In accordance with 
the purpose of the main division. 

All expenditure relating lo unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred, The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.19 Irregular expenditure 

Irregular expenditure Is expenditure that is contrary to the Municipal Finance Management Ad (Ad No. 56 of 2003), Ihe 
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1008) or is in contravention of the 
municipality's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure 
is accounted tor as expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted 
for as revenue in the Statement of Financial Performance, 

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end 
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure register, In 
such an instance, no further action is also required with the exception of updating the note to the financial statements. 

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being 
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception of 
updating Ihe note to the financial statements. 

Where irregular expenditure was incurred in Ihe previous financial year and is only condoned in the following financial year, the 
register and the disclosure note to the financial statements must be updated with the amount condoned.Additionat text 

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year, the 
register and the disclosure note to the financial statements must be updated with the amount condoned 

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the 
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register, tf liability for the 
irregular expenditure can be attributed lo a person, a debt account must be created if such a person is liable in law. Immediate 
steps must thereafter be taken lo recover the amount from the person concerned- If recovery is not possible, the accounting 
officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant note to the 
financial, statements. The irregular expenditure register must also be updated accordingly, tf the irregular expenditure has not 
been condoned and no person is liable In law, Ihe expenditure related thereto must remain against the relevant 
programnn e/expend i lure item, be disclosed as such in the note to the financial statements and updated accordingly in the 
irregular expenditure register Additional textAdditional 
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1.20 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of Ihe 
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.21 Budget information 

A reconciliation between Lhe statement of financial performance and the budget has been included in Ihe annual financial 
statements, as the recommended disclosure as determined by National Treasury, as the annual financial statements and the 
budget are not on the same basis of accounting. Refer to note 48 - Reconciliation between budget and statement of financial 
performance. 

1.22 Capital commitments 

Items are dassied as commitments where in the municipality commits itself to future transactions that will normally results in 
the outflow of resources. 

Capital commitments are net recognised in the statement of financial position as a liability, but are included in the disclosure 
notes in the following cases:. 

- approved and contracted commitments: 

* where the expenditure has been approved and contracl has been awarded at (he reporting date: 

* where the disclosure is required by a specific standard of GRAF.. 

1.23 Presentation currency 

These annual financial statements are presented in South African Rand. 

1.24 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard of 
GRAP 

1.23 Related parties 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government. As a consequence of (he constitutional independence of the three spheres of government in Soulh Africa, 
only entities within the local sphere of government are considered to be related parties., 

Management are those persons responsible for planning, directing and conlrollrng the activities of the municipality, including 
those charged with the governance of the entity in accordance with legislation, in instances where they are required to perform 
such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality. 

Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed. 

Notes to the Annual Financial Statements 

Figures in Rand 2012 201 1 


2, Changes in accounting policy 

The annual financial slatements have been prepared in accordance with Generally Recognised Accounting Practice on a 
basis consistent with the prior year except for the adoption of the following new or revised standards. 

■ GRAP 104: Financial Instruments 
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Financial instruments 

During the year, the municipality changed its accounting policy with respect to the treatment of financial instruments, in 
order to conform with the benchmark treatment in of GRAF1Q4 - Financial Instruments. The municipality now recognises 
financial instruments at fair value or amortised cost. The comparative figures have been restated retrospectively. 

3 , New sta nd a rd s and 1 n te rpreta lions 

3.1 Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to its operations: 

3 . 2 Sta nda rds a nd Inte rpretati o n s early ad opted 

The municipality has chosen to early adopt the following standards and interpretations: 

GRAP 23: Revenue from Non-exchange Transactions 

Revenue from non-exchange transactions arises when the municipality receives value from another entity without directly 
giving approximately equal value in exchange. An asset acquired I h rough a non-exchange transaction shall initially be 
measured at its fair value as at the date of acquisition. 

An inflow of resources from a non-exchange transaction recognised as an asset shall be recognised as revenue, except to 
the extent that a liability Is recognised for the same inflow, As the municipality satisfies a present obligation recognised as a. 
liability in respect of an inflow of resources from a non-exchange transaction recognised as an asset, it will reduce the 
carrying amount of the liability recognised as recognise an amount equal to that reduction. 

The effective date of the standard is for years beginning on or after 01 April 2012, 

The municipality has earty adopted the standard for the first time in the 2012 annual financial statements. 

The impact of the standard is not material. 

3.3 Standards and Interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been published and are only 
mandatory for the municipality's accounting periods beginning on or after 01 July 2012 or later periods: 

GRAP 24: Presentation of Budget information in the Financial Statements 

The municipality should present a comparison of the budget amounts for which it is held publicly accountable and actual 
amounts either as a separate additional financial statement or as additional budget columns In the financial statements 
currently presented in accordance with Standards of GRAP. The comparison of budget and actual amounts shall present 
separately for each level of legislative oversight: 

* Ihe approved and final budget amounts; 

* the actual amounts on a comparable basis; and 

* by way of note disclosure, an explanation ol material differences between the budget for which the municipality is 
held publicly accountable and actual amounts, unless such explanation is included in other public documents 
issued in conjunction wilh the financial statements, and a cross reference to those documents is made in the 
notes. 

Where the municipality prepares its budget and annual financial statements on a comparable basis, tt includes the 
comparison as an additional column In the primary annual financial statements. Where the budget and annual financial 
statements are not prepared on a comparable basis, a separate statement rs prepared called the 'statement of comparison 
ol budget and actual amounts', This statement compares Ihe budget amounts with the amounts In the annual financial 
statements adjusted to be comparable to the budget. 

A comparable basis means that the budget end annual financial statements: 

* are prepared using the same basis of accounting Le. either cash or accrual; 

* Include the seme activities and entities; 

* use the same classification system; and 

* are prepared for the same period. 


Tlie effective dale of the standard is for years beginning on or after 01 April 2012. 

The municipality has early adopted ihe standard for the first time in the 2012 annual financial statements. 
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3. New standards and interpretations (continued) 

The Impact ofthe standard is not material, 

GRAP 103: Heritage Assets 

GRAF 103 defines heritage assets as assets which have a cultural, environmental, historical, natural, scientific, 
technological or artistic significance and are held indefinitely for the benefit of present and future generations. 

The standard required judgment in applying the initial recognition criteria lo the specific circumstances surrounding the 
entity and the assets. 

GRAP 103 states that a heritage asset should not be depreciated but an entity should assess at each reporting dale 
whether there is an indication that it may be impaired. 

The effective date of the standard is for years beginning on or after 01 April 2012. 

The municipality has early adopted the standard for the first time in the 2012 annual financial statements. 

The impact of the standard is not material. 

GRAP 21: Impairment of Non -cash-generating Assets 
Non-cash-generating assets are assets other than cash-generating assets. 

y.'hen the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 

The present value of the remaining service potential of a non-cash-generating asset j$ determined using one of the 
following! approaches: 

* Depreciated replacement cost approach 

* Restoration cost approach 

* Service units approach 

The effective date of the standard is for years beginning on or after 01 April 2012. 

The municipality has early adopted the standard for the first time In the 2012 annual financial statements. 

The impact of the standard is not material, 

GRAP 26: impairment of Cash-generating Assets 

Cash-genersiing assets are those assets held by an municipality with the primary objective of generating a commercial 
return. When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a 
commercial return. 

When the carrying amount of a cash-generating asset exceeds Its recoverable amount, it is impaired. 

The effective date of the standard is for years beginning on or after 01 April 2012. 

The municipality has early adopted the standard for the first time in the 2012 annual financial statements. 

The impact of the standard is not material. 

GRAP 25: Employee Benefits 

The objective of GRAP 25 is to prescribe the accounting and disclosure for employee benefits, 

GRAP 25 must be applied by an employer in accounting for all employee benefits, except share based payment 
transactions., 

This standard has been approved by (he Accounting Standards Board but il$ effective date has not yet been determined by 
the Minister of Finance. 
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3 + New standards and interpretations (continued) 

GRAP 104; Financial Instruments 

The standard prescribes recognition , measurement, presentation and disclosure requirements for financial instruments. 
Financial instruments are defined as those contracts that results in a financial assel in one municipality and a financial 
liability or residual interest in another municipality. A key distinguishing factor between financial assets and financial 
liabilities and other assets and liabilities, is that they are settled in cash or by exchanging financial instruments rather than 
through the provision of goods or services. 

Financial assets and financial liabilities are initially recognised at fair value. Where (he municipality subsequently measures 
financial assets and financial liabilities at a modisad cost or cost, transactions costs are included in the cost of the asset or 
liability. 

Concessionary loans are loans either received by or granted to another municipality on concessionary terms, e.g. at low 
interest rates and flexible repayment terms. On initial recognition, the fair value of a concessionary loan is the present value 
of the agreed contractual cash flows, discounted using a market related rate of interest for a similar transaction. The 
difference between the proceeds either received or paid and the present value of the contractual cash flows is accounted for 
as non-exchange revenue by the recipient of a concessionary loan in accordance with Standard of GRAP on Revenue from 
Non-exchange Revenue Transactions (Taxes and Transfers), and using Ihe Framework for the Preparation and 
Presentation of Financial Statements (usually as an expense) by the grantor of the loan. 

Financial assets and financial liabilities are subsequent measured either at fair value or. amortised cost or cost. The 
municipality measures a financial instrumen) at fair value if it is: 

* a derivative; 

■ a combined instrument designated at fair value, E.e. an instrument that includes a derivative and a non-derivative 
host contract; 

* held-for-trading; 

* a non-derivative inslrument with fixed or determinable payments thal is designated at initial recognition to be 
measured at fair value; 

* an investment in a residual interest for which fair value can be measured reliably; and 

* Other instruments that do not meet the definition of financial instruments at amortised cost or cost. 

GRAP 104 requires extensive disclosures on the significance of financiaE instruments for the municipality's statement of 
financial position and statement of financial performance, as well as the nature and extent of the risks that the municipality 
is exposed to as a result of its annual financial statement. Some disclosures, for example the disclosure of fair values for 
instruments measured at amortised cost or cost and the preparation of a sensitivity analysis, are encouraged rather than 
required. 

GRAP 104 does not prescribe principles for hedge accounting. The municipality is permitted to apply hedge accounting, as 
long as the principles in IAS 39 are applied. 

This standard has been approved by the Accounting Standards Board but its effective date has not yet been determined by 
the Minister of Finance. 

The municipality has early adopted the standard for the firs! lime once it becomes effecLive. 

1 he impact of Lhe amendment is set out in note 2 Changes in Accounting Policy. 

IGRAP 2: Changes in Existing Decommissioning, Restoration and Similar Liabilities 

The interpretation applies te changes in the measurement of any existing decommissioning, restoration or similar liability 
that is both: 

* recognised as part of the cost of an item of property, plant and equipment in accordance with the Standard of 
GRAP on Property, Planl and Equipment (as revised in 2010); and 

* recognised as a liability in accordance wilh the Standard of GRAP on Provisions, Contingent Liabilities and 
Contingent Assets (as revised in 2010) . 

The interpretation addresses how the effect of the following events that change the measurement of an existing 
decommissioning, restoration or similar liability should be accounted for. 

* a change in the estimated outflow of resources embodying economic benefits (e.g. cash Hows) or service 
potential required to settle the obligation; 

* a change in Ihe current market-based discount rate as defined in paragraph .52 of the Standard of GRAP on 

Provisions. Contingent Liabilities and Contingent Assets (as revised in 2010) (this includes changes in the time 
value of money and the risks specific to the liability); and ( ^ 

* an increase that reflects the passage of time (also referred fo as the unwinding of Ihe discount). 
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3, New standards and interpretations (continued) 

The effective dale of the interpretation is tor years beginning on or after 01 April 2011. 

The municipality has adopted the inierpretation for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

JGRAP 3: Determining Whether an Arrangement Contains a Lease 

This Interpretation of the Standards of GRAP does not apply to arrangements that are, or contain, leases excluded from ihe 
scope of Ihe Standard of GRAP on Leases (as revised in 2010). 

The Issues addressed in this Interpretation of the Standards of GRAP are: 

* how to determine whether an arrangement is, or contains, a lease as defined in the Standard of GRAP on 
Leases (as revised in 2010); 

* when the assessment or a reassessment of whether an arrangement is, or contains a lease should be made 1 
and 

if an arrangement is, orconlains, a lease, how the payments for the lease should be separated from payments 
for any other elements in the arrangement. 

The effective date of the interpretation is for years beginning on or after 01 April 2011. 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

IGRAP 4; Rights to Interests Arising from Decommissioning, Restoration and Environmental Rehabilitation Funds 

This Interpretation of the Standards of GRAP applies to accounting in the financial statements of a contributor for interests 
arising from decommissioning funds that have both of the following features: 

The issues addressed in this Interpretation of the Standards of GRAP are: 

the as&ets are administered separately (either by being held in a separate legal entity or as segregated assets 
within another entity); and 

* a contributors right to access the assets is restricted. 

A residual interest in a fund that extends beyond a right to reimbursement, such as a right to distributions once all the 
decommissioning has been completed or on winding up the fund, may be an equity instrument within (he scope of the 
Standard of GRAP on Financial Instruments and is not within the scope of this Interpretation of Ihe Standards of GRAP, 

The issues addressed in this Interpretation of the Standards of GRAP are: 

1 how should a contributor account for its interest in a fund? 

* when a contributor has an obligation to make additional contributions, for example, in the event of the liquidation 
of another contributor, how should that obligation be accounted for? 

The effective date Of the interpretation is for years beginning on or after 01 April 2011. 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

IGRAP 5: Applying the Restatement Approach under the Standard of GRAP on Financial Reporting in 
Hyperinflationary Economies 

This Interpretation of the Standards Of GRAP provides guidance on how to apply the requirements of the Standard of GRAP 
on Financial Reporting in Hyperinfialionary Economies (as revised in 2010) in a reporting period in which an entity identifies 
the existence of hyperinflation in the economy of its functional currency, when that economy was not hyperinflation ary in the 
prior period, and (he entity therefore restates its financial statements in accordance with the Standard of GRAP on Financial 
Reporting in Hyperinfialionary Economies (as revised in 2010). 

The questions addressed in this Interpretation of Ihe Standards of GRAP are: 


158 


Msukaligwa Local Municipality 

Annual Financial Statements for the year ended 30 June 2012 


Notes to the Annual Financial Statements 


3, New standards and interpretations (continued) 

- how should the requirement '... slated in terms of the measuring unit current anhe reporting date' in paragraph 
.10 of the Standard of GRAF on Financial Reporting in Hyperinflalionary Economies (as revised in 2010) be 
interpreted when an entity applies the Standard of GRAP? 

* a contributor's right to access the assets is restricted. 

The effective date of the interpretation is for years beginning on or after 01 April 2011. 

The municipality has adopted the interpretation for the first lime in the 2012 annual financial statements. 

The impact of the amendment is nol material, 

[GRAP 6: Loyalty Programmes 

This Interpretation of the Standards of GRAP applres to customer loyalty award credits that: 

* an entity grants lo its customers as part of a transaction, i.e. a sale of goods, rendering of services, use by a 
customer of entity assets; and 

* subject to meeting any further qualifying conditions, the customers can redeem in the future for free or 
discounted goods or services. 

The interpretation of the Standards of GRAP addresses accounting by the enlity that grants award credits to its customers. 

The issues addressed in this Interpretation of the Standards of GRAP are; 

* whether the entity’s obligation to provide Tree or discounted goods or services (’awards') in the future should he 
recognised and measured by 

allocating some of the consideration received or receivable from the sales transaction to the award credits 
and deferring the recognition of revenue (applying the Standard of GRAP on Revenue from Exchange 
Transactions (as revised in 2010) and the Standard of GRAP on Revenue from Non-exchange Transactions 
(Taxes and Transfers); or 

providing tor Ihe estimated future costs of supplying the awards; and 

- If consideration is allocated to the award credits: 

how much should be allocated to them; 

- when revenue should be recognised; and 

if a third party supplies the awards, how revenue should be measured. 

The effective date of the interpretation is for years beginning on or after 01 April 2011. 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

IGRAP 7: The Limit an a Defined Benefit Asset, Minimum Funding Requirements and their Interaction 

rtiFs Interpretation of the Standards of GRAP applies tc all post-employment defined benefits and other long-term employee 

defined benefits. 


For the purpose of this Interpretation of the Standards of GRAP, minimum funding requirements are any requirements to 
fund a post-employment or other long-term defined benefit plan. 

The issues addressed in this Interpretation of |he Standards of GRAP are; 

* When refunds or reductions in tutu re contributions should be regarded as available in accordance with paragraph 
.68 of the Standard of GRAF on Employee Benefits. 

* How a minimum funding requirement might affect ihe availability of reductions in future contributions 

The Interpretation of Ihe Standards of GRAP addresses accounting by the entity that grants award credits to its customers. 
The effective date of the interpretation i$ for years beginning on or after 01 April 2013. 

The municipality has early adopted the interpretation for the first time in the 2012 annual financial statements. 

The impact of the amendment is not malarial. 
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3. New standards and interpretations {continued) 

tGRAP 8: Agreements for the Construction of Assets from Exchange Transactions 

This Interpolation applies to the accounting for revenue and associated expenses by entities that undertake the 
construction of assets in exchange transactions directly cr through subcontractor The construction of assets entered into 
by entities where funding to support the construction activity will be provided by an appropriation or similar allocation of 
general government revenue or by aid or giant funds are excluded from the scope of this Interpretation of the Standards of 
GRAP. 


Agreements in the scope of this Interpretation of the Standards of GRAP are agreements for the construction of assets in 
exchange transactions. In addition to the construction of assets in exchange transactions, such agreements may include the 
delivery of other goods or services. 

The Interpretation of the Standards of GRAP addresses two issues: 

p Is the agreement within the scope of the Standard of GRAP on Construction Contracts (as revised in 2010) or the 
Standard of GRAP on Revenue from Exchange Transactions (as revised in 2010)? 

* When should revenue from the construction of assets in exchange transactions be recognised? 

The effective date of the Interpretation is for years beginning on or after 01 April 2011. 

The municipality has adopted the interpretation far the first time in the 2012 annual financial statements. 

The impact of the amendment is not material, 

IGRAP 9: Distributions of Won-cash Assets to Owners 

This Interpretation of the Standard's of GRAP applies to the following types of non- reciprocal distributions of assets by an 
entity to its owners acting in their capacity as owners: 

* distributions of non-cash assets (e.g. items of property, plant and equipment, entity combinations as defined in 
the Standard of GRAP on Entity Combinations, ownership Interests in another entity or disposal groups as 
defined in [he Standard of GRAP on Non-current Assets Held for Sale and Discontinued Operations (as revised 
in 2010)): and 

* distributions that give owners a choice of receiving either nonnoash assets or a cash alternative, 

This Interpretation of the Standards of GRAP applies only to distributions in which all owners of the same class of residual 
interests are treated equally. 

This Interpretation of the Standards of GRAP does not apply to a distribution of a non-cash, asset that is ultimately controlled 
by the same party or parties before and after the distribution. This exclusion applies to the separate, individual and 
consolidated financial statements of an entity that makes the distribution. 

This Interpretation of the Standards of GRAP does not apply when the non-cash asset is ultimately controlled by the same 
parties both before and after the distribution The Standard of GRAP on Entity Combinations states that 'A group of 
individuals shall be regarded as controlling an entity when, as a result of binding arrangements, they collectively have the 
power to govern its financial and operating policies So as to obtain benefits from its activities.’ Therefore, for a distribution to 
be outside Ihe scope of this Interpretation of the Standards of GRAP on the basis that the same parties control the asset 
both before and after the distribution, a group of individual owners receiving the distribution must have, as a result of binding 
arrangements, such ultimate collective power over the entity making the distribution. 

This Interpretation of ihe Standards of GRAP does not apply when an entity distributes some of its ownership interests in a 
controlled entity but retains control of the controlled entity. The entity making a distribution that results in the entity 
recognising a minority Interest in its controlled entity accounts for the distribution In accordance with the Standard of GRAP 
on Consolidated and Separate Financial Statements. 

This Interpretation of the Standards of GRAP addresses only the accounting by an entity that makes a non-cash asset 
distribution. It does not address the accounting by owners who receive such a distribution. 

When an entity declares a dividend or similar distribution and has an obligation to distribute Ihe assets concerned to its 
owners, it must recognise a liability for the dividend or similar distribution payable. Consequently, this Interpretation of (he 
Standards of GRAP addresses the following issues: 

* When should the entity recognise the dividend or similar distribution payable? 
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3. New standards and Interpretations (continued) 

* How should an entity measure the dividend or similar distribution payable? 

» When an entity settles the dividend or similar distribution payable, how should it account for any difference 
between the carrying amount of the assets distributed and the carrying amount of the dividend or simitar 
distribution payable? 

The effective date of the interpretation is for years beginning on or after 01 April 2011. 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

IGRAP 10: Assets Received from Customers 

This Interpretation of the Standards of GRAP applies to the accounting for Ihe receipt of items of property, plant and 
equipment by entities trial receive such assets from their customers. 

Agreements within the scope of this Interpretation of the Standards of GRAP are (hose in which an entity receives from a 
customer an item of properly, plant and equipment that the entity must then use either to connect the customer to a network 
or lo provide the customer with ongoing access to a supply of goods or services, or to do both. 

This Interpretation of the Standards of GRAP also applies to agreements in which an entity receives cash from a customer 
when l hat amount of cash must be .used only to construct or acquire an item of property, plant and equipment and the entity 
must then use the item of property, plant and equipment either to connect the customer to a network or to provide the 
customer with ongoing access to a supply of goods or services, or to do both. 

This Interpretation of the Standards of GRAP does not apply lo agreements in which the receipt occurs as part of a non- 
exchange transaction as defined in the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers), or infrastructure used in a publioprivate partnership agreement {see the Guideline on Accounting for Public- 
private Partnerships), or assets received in a transfer of functions. 

The Interpretation of the Standards of GRAP addresses the following issues: 

* Is the definition of an asset met? 

* ^ the definition of an asset is met, how should (he received item of property, plant and equipment be measured 
on initial recognition? 

* the item of properly, plant and equipment is measured at fair value on initial recognition, how should the 
resulting credit be accounted for? 

» How should the entity account for a receipt of cash from its customer? 

The effective date of the interpretation is for years beginning on or after 01 April 2011, 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 
iGRAP 13: Operating Leases - Incentives 

In negotiating a new or renewed operating lease, the Lessor may provide incentives for the lessee to enter into the 
agreement. Examples of such incentives are an up-front cash payment to the lessee or the reimbursement or assumption 
by the lessor of costs of the lessee (such as relocation costs, leasehold improvements and costs associated with a pre- 
existing lease commitment of the lessee). Alternatively, initial periods of the lease term may be agreed lo be rent free or at a 
reduced rent. 

The issue is how incentives in an operating lease should be recognised in I he financial; statements of both the lessee and 
the lessor. 

The effective date of the interpretation is for years beginning on or after 01 April 201 1, 

The municipality has adopted (he interpretation for the first time in the 2012 annual financial statements. 

The impact cf the amendment is nol material. 
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IGRAP 14: Evaluating the Substance of Transactions Involving the Legal Form of a Lease 

An entity may enter into a transaction or a series of structured transactions (an arrangement) with an unrelated party or 
parties (an investor) that involves the legal form of a lease. For example, an entity may lease assets to an investor and 
lease the same assets bad?, or alternatively, legally sell assets and lease the same assets back, The form of each 
arrangement and its terms and conditions can vary significantly. In the lease and leaseback example, il may be that the 
arrangement is designed to achieve a tax advantage tor the investor that is shared with the entity in the form of a fee, and 
not to convey the right to use an asset, 

When an arrangement with an Investor involves the legal form of a lease, the issues are: 

- how to determine whether a series of transactions is linked and should be accounted for as one transaction; 

■ whether the arrangement meets the definition of a lease under the Standard of GRAP on Leases (as revised in 
2010); and, if not, 

whether a separate investment account and lease payment obligations that might exist represent assets 
and liabilities of the entity; 

how the entity should account for other obligations resulting from the arrangement; and 
how the entity should account for a fee it might receive from an investor. 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 

The municipality has adopted [he interpretation for the first time in the 2012 annual: financial statements. 

The impact of the amendment is not material. 

IGRAP 15: Revenue - Barter Transactions Involving Advertising Services 

An entity (seller) may enter into a barter transaction to provide advertising services in exchange for receiving other services 
from its customer (customer). Advertisements may be displayed on the Internet or poster sites, broadcast on the television 
or radio, published in magazines or journals, or presented in another medium. An example could be where a municipality 
offers adverlising services to local businesses in its community newsletters, in exchange for repairs and maintenance 
services provided by those businesses. These repair and maintenance services may, for example, take l he form of repairing 
and maintaining office buildings or motor vehicles owned by the municipality. 

«n some cases, no cash or other consideration is exchanged between the entities. In some other cases, equal or 
approximately equal amounts of cash or other consideration are also exchanged. 

A seller that provides advertising services in the course of its ordinary activities recognises revenue under the Standard of 
GRAP on Revenue from Exchange iransaclions (as revised in 2010) from a barter transaction involving advertising when, 
amongst other criteria, the services exchanged are dissimilar in terms of paragraph .18 in the Standard of GRAP on 
Revenue from Exchange Transactions (as revised in 2010) and the amount of revenue can be measured reliably in terms of 
paragraph .20(a) in [he Standard of GRAP on Revenue from Exchange Transactions (as revised in 2010). This 
I nlerp retail ion of the Standards of GRAP only applies to an exchange of dissimilar services. An exchange of similar 
advertising services is not a transaction that generates revenue under the Standard of GRAP on Revenue from Exchange 
Transactions (as revised in 2010). 

The issue is under what circumstances can a setter reliably measure revenue at the fair value of advertising services 
received or provided in a barter transaction. 

The effective date of the interpretation is for years beginning on or after 01 April 2011. 

The municipality has adopted the interpretation for the first time in ihe 2012 annual financial statements. 

The impact of Ihe amendment 1$ not material, 

GRAP 1 (as revised 2010); Presentation of Financial Statements 
The revision resulted in various terminology and definition changes. 

Additional commentary has been added, describing the purpose of financial statements in [he public sector. 
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3. New standards and interpretations (continued) 

Commentary has been added to explain that where legislation requires a departure from a particular Standard of GRAP and 
that departure is material, entities cannot claim compliance with the Standards of GRAP. 

Additional disclosure requirements have been added regarding the following areas: assets and liabilities included in 
disposal groups classified as held for sale, biological assets, deferred fax assets (liabilities), lax expense, post-lax surplus 
or deficit and the use of transit ions provision in the accounting policy. 

All amendments to be applied retrospectively. 

The effective date of the amendment is for years beginning on or after 01 April 2011. 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

GRAP Z (as revised 2010): Cash Flow Statements 

The revision resulted in various terminology and definition changes. 

Operating cash flows: 

* Where an entity is in (he business of renting and subsequently selling the same assets, these cash flows should 
be regarded as opera! ing rather than investing cash Hows. 

Investing cash flows: 

* Only expenditures incurred on a recognised asset qualify to be classified as investing activities in the cash flow 
statement. 

Acquisitions and disposals of controlled enlittes and other operating units: 

* Guidance relating to acquisitions and disposals of entities, particularly those on another basis of accounting, has 
been deleted. 

Disclosure of undrawn borrowing facilities, restricted cash balances and the operating, investing and financing cash flows of 
jointly controlled enlities accounted for using the proportionate consolidation method, now encouraged rather than, required. 

The effective date of the amendment is for years beginning on or after 01 April 2011 . 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements. 

The impact of the amendment Is not material. 

GRAP 3 (as revised 2010): Accounting policies. Changes in Accounting Estimates and Errors 
The revision resulted in various terminology and definition changes. 

Paragraphs added to Changes in accounting policies 

* A change from one basis of accounting to another basis of accounting is a change in accounting policy, 

■ A change in the accounting treatment, recognition or measurement of a transaction, event or condition within a 

basis of accounting is regarded as a change in accounting policy. 

Selection of accounting policies 

* The reference to the Accounting Practices Committee (A PC) of SAIGA has been deleted from paragraph .1 1 on 
the basis that it is not a standard setter and that enlities would consider information from a wide range of sources 
in formulating an accounting policy and not just the pronouncements ol the APC. 

* Commentary on the selection of benchmark and alternative accounting policies has been deleted. 

The effective date of the amendment is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements, 

The impact of the amendment is not material. 
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3 RAP 4 (as revised 2010): The Effects of Changes In Foreign Exchange Rates 
Terminology changes: 

Where reference has been made to Ihe net realisable values of inventories, current repia cement cost has also been 
included to allow for the appropriate valuation of inventories where they are distributed as pert of a non-exchange 
transaction. Reference to Trade' receivables has been amended to 'receivables'. 

Monetary items: 

Paragraph .15 clarifies that child support grants are “payables' h and not Just 'obligations' in terms of the current requirements 
of the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets (GRAP 19). 

All amendments to be applied retrospectively. 

The effective date of the amendment i$ for years beginning on or after 01 April 201 1 . 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements. 

The impact of the amendment is nol material.. 

GRAP 9 (as revised ZQ10): Revenue from Exchange Transactions 

The revision resulted in vanous terminology and definition changes. 

Dividends or simitar distributions declared from pre-acquisition surpluses: 

Paragraph .36 has been amended to encompass not only securities, bul any contributed capital. 

Various amendments, deletions and additions to examples included in the appendix. 

All amendments to be applied retrospectively 

The effective date of the amendment is for years beginning on or after 01 April 2011. 

The municipality has adopted the amendment for the first lime in the 2012 annual financial statements. 

The impact of the amendment is not material. 

GRAP 10 (as revised 2010): Financial Reporting in Hyperinfiatconary Economies 
Certain terminology changes: 

* The reference to “current cost 1 in paragraph .30 has been deleted. 

■ Where reference has been made to 'net realisable value', ‘current replacement cost' has been added. 

Net monetary position; 

References to 'surplus' or “defied have been changed, throughout the document, to 'gain’ or 'loss'. 

Interpretations: 

Text included in Ihis Standard of GRAP from IFRIC interpretation 7 on Applying Ihe Restatement Approach under IAS 29 
Financial Reporting In Hyperinflationary Economies has been deleted. 

The effective date of Ihe amendment Is for years beginning on or after 01 April 2011. 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements. 

The Impact of the amendment Is not material, 

GRAP 11 (as revised 2010): Construction Contracts 

The revision resulted m certain terminology changes; 
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3. New standards and interpretations (continued) 

Other amendments: 

* An example has been added to clarify when an entity acts as a contractor in a construction contract arrangement. 

* The example in paragraph .11 has been deleted as it is inappropriate for the South African public sector. 

■ The explanatory text relating to 'contractors' has been amended to clarify that an entity can be a contractor if It 

performs construction related activities itself or through subcontractors. 

All amendments to be applied retrospectively 

The effective date of the amendment is for years beginning on or after 01 April 2011. 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

GRAP 12 (as revised 2010): Inventories 

The revision resulted in various terminology and definition changes. 

Cost formulas; 

Paragraph .34 was amended and .35 was added to separate the principle from the exception when applying the cost 
formula for inventories with a similar nature and use to the entity. 

Recognilion as an expense: 

Where reference has been made to 'net realisable value', 'current replacement cost' has been added 
Fair value measurement; 

The appendix an how to determine fair value has been deleted. 

All amendments to be applied retrospectively 

The effective date of the amendment is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

GRAP 13 (as revised 2010); Leases 

The revision resulted in various terminology and definition changes. 

Scope: 

Paragraph .04 has been included to clarify that this Standard does not apply to lease agreements to explore for or use 
natural resources such as oil, gas, limber, metals and other mineral rights and licensing agreements for such items as 
motion picture films, video recordings, plays, manuscripts, patents and copyrights. 

Non-current Assets Held for Safe and Discontinued Operations: 

Paragraph .51 has been added to clarity that finance lease assets classified as held for sale in accordance with the 
Standard of GRAP on Non-current Assets Held for Sale and Discontinued Operations shall be accounted for in accordance 
with that Standard, 

Guidance on accounting for finance leases by lessors: 

The paragraph (previously paragraph .53) that provided guidance on the recognition of assets where entities enter into 
arrangements with private sector entities has been deleted as ihe Guideline on Accounting for Public Private Partnerships 
supersedes this guidance, 

Guidance on operating lease incentives and substance over legal form: 

The guidance included in the original text on substance over legal form has been deleted. 
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Glassification of leases on land and buildings elements: 

The guidance on the classification of land and buildings has been amended to ensure (hat the element of the lease relating 
to the land is classified as a finance lease where significant risks and rewards have been transferred, despite there being no 
transfer of title, consistent with the general classification guidance. 

All amendments to be applied retrospectively 

The effective date of the amendment is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material.. 

GRAP 14 (as revised 2010); Events After the Reporting Date 
Existence of a liability for dividends or similar distributions: 

Paragraph .13 of GRAP 14 was emended to clarify that no liability exists at the reporting date for dividends or similar 
distributions declared after the reporting date. 

The effective date of Ihe amendment is for years beginning on or after Ql April 2011. 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements, 

The impact of the amendment is not material. 

GRAP 16 (as revised 2010); Investment Property 

The revision resulted in various terminology and definition changes. 

Recognition of investment property: 

* Additional commentary has been included in paragraph .19 and .20 to explain paragraph .18 that outlines the 
recognition criteria for Investment property. 

* This Standard includes investment property under construction as it was inconsistent wilh the requirement that 
investment property being redeveloped was stili within the scope of this Standard, but not the initial development. 
As a result paragraphs .10 end .1 1 were amended, paragraphs .60 and .61 inserted, and paragraphs .25 and 
.65(e) of the original text deleted, 

* The measurement principles were also amended accordingly to allow Investment property under construction to 
be measured at cost if Fair value cannot be measured reliably, unlit such lime as the fair value can be measured 
reliably, 

* Additional guidance has been included in the examples of investment property lo clarity that the rentals earned 
do not have to be on a commercial basis or market related for Ihe property to be classified as investment 
property, 

Disclosure: 

Entities are encouraged, rather than required, lo disclose Ihe fair value of investment property when this is materially 
different from the carrying amount. 

Amendment to be applied as follow: 

* Paragraphs .10(e), .54, ,59, 62 and. .65 were amended, paragraphs .60 and .61 were added and paragraph .25 
and .11 (d) of the original text (2004) was deleted by the Improvements to GRAP issued in 1 April 2011. An entity 
Shall apply those amendments prospectively for annual periods beginning on or after 1 April 2011. If an entity 
elects to apply these amendments earlier, it shall disclose this fact. The related amendment to paragraph .05 in 
the Standard of GRAP on Property, Plant and Equipment is also applied earlier 

* Any other amendments to the Standards of GRAP shall be applied retrospectively. 

The effective dale of the amendment is for years beginning on or after 01 April. 2011. 

The municipality has adopted the amendment for the first time in ihe 2012 annual financial statements. 

The impact of the amendment is not material. 
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3. New standards and Interpretations (continued) 

GRAP 17 (as revised 2010): Property, Plant and Equipment 
The revision resulted in various terminology and definition changes 
Scope: 

* The recognition and measurement of exploration and evaluation assets have been added to the scope 
exclusions. 

* Investment properties under construction have been removed from the scope. 

Measurement at initial recognition: 

Paragraph ,23 and .24 have been amended to- clarify thal (he guidance applicable lo determine fair value for revalued 
assets applies equally to the initial measurement of items of property, plant and equipment at fair value. 

Depreciable amount and depreciation period: 

An additional paragraph has been added to clarify that reviewing the useful life of an asset on an annual basis does not 
require the entity to amend the previous estimate unless expectations differ from the previous estimate. 

Derecognition: 

* The requirement (o not classify gains from |he disposal of property, plant and equipment as revenue,, has been 
removed. 

- Paragraph .79 has been added in line with the IASB Improvements Project to clarify that where assets are held 
for rental to others in (he ordinary course of operations and the entity subsequently sells the assets, the Standard 
of GRAP on Non-current Assets HeEd for Sare and Discontinued Operations does not apply. Rather, these assets 
are to be transferred and treated in accordance with the Standard of GRAP on Inventories, 

Disclosures: 

* Th e required disclosures in paragraph .90 have boen amended to encouraged disclosures. Added to the list of 
encourage disclosures is the fair value disclosure of assets where the cost model is used, 

* The requirement lo disclose the cost basis for revalualed assets was removed. 

Amendments to be applied as follow: 

* Paragraphs .05, .23 and .24 were amended and paragraph 7S was added by the Improvements to GRAP issued 
in 1 April 2011. An entity shall apply these amendments prospectively for annual periods beginning on or after 1 
April 2011, If an entity elects to apply these amendments earlier, it shall disclose this fact. 

p Any other amendments to Ihe Standards of GRAP shatl be applied retrospectively. 

The effective date of the amendment is for years beginning on or after 01 April 201 1 , 

The municipality has adopted the amendmenl for the first time in the 2012 annual financial statements. 

The impact of (he amendment is not material, 

GRAP 19 (as revised 2010): Provisions, Contingent Liabilities and Contingent Assets 
The revision resulted in certain terminology changes. 

Social benefits: 

Paragraphs .08 and .16(a) clarify that social benefits due at year end are 'payables', as the amounts due are certain in 
terms of legislation 

Binding agreements for restructurings: 

Paragraph .87 has been amended to clarify that restructurings may lake place in the public Sector in lerms of directives, 
legislation or other means. These alternative means are enforceable and may give rise to an obligation. 
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3. New standards and interpretations (continued) 

Interpretations: 

In developing the Standard initially, (he Board included relevant text from any Interpretation that had been issued by the 
International Financial Reporting Interpretations Committee (IFRiC) relating lo provisions, contingent liabilities and 
contingent assets. The Board included selected text from IFRIC 1 on Changes in Decommissioning, Restoration and Similar 
Liabilities and IFRIC 5 Rights to Interests Arising from Decommissioning, Restoration and Environmental Rehabilitation. 
Funds in line with the Board's decisions. The Board concluded at its May 2006 meeting that it would issue any 
interpretations as separate documents rather than dispersing the text of the Interpretations across various Standards. As a 
result, paragraphs .37 to .43, .74 to ,60, and Appendix F of the previous version of GRAP 19, have been deleted. 

All amendments lo be applied retrospectively. 

The effective date of the amendment Is for years beginning on or after Gl April 2011. 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

GRAP 100 (as revised 2010): Non-current Assets Held for Sale and Discontinued Operations 

The revision resulted in various terminology and definition changes 

Scope: 

Paragraph .07 has been added lo clarify the application of other Standards of GRAP to assets classified as non-current 
assets (or disposal groups) held for sale 

Plan to sell Uie controlling interest in a controlled enlity: 

* The Standard has been amended to clarify that an entity that is committed lo a sales plan involving loss of control 

in a controlled entity shall classify all the assets and liabilities of that controlled entity as held for sale when the 

required criteria are met. 

* The Standard has been amended to clarify that an enlity that is committed fo a sales plan involving loss of control 

of a controlled entity shall disclose the information required when the controlled entity is a disposal group that 

meets the definition of a discontinued operation. 

Examples included in Appendix: 

An additional example has been included regarding sale expected to be completed within one year 
Amendments to be applied as follow: 

Paragraphs .13 and .42 were added by Ihe Improvements to GRAP issued in 1 April 2011. An entity shall apply those 
amendments prospectively for annual periods beginning on or after 1 April 2011. If an entity elects lo apply the amendments 
earlier, it shall disclose this fact. 

* Any other amendments to the Standards of GRAR shali be applied retrospectively. 

The effective date of the amendment is for years beginning on or after 01 Aprii 2011. 

The municipality has adopted the amendment for the first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

GRAP 105: Transfers of functions between entities under common control 

The objective of this Standard is to establish accounting principles for ihe acquirer and transferor fn a transfer of functions 
between entities under common control. It requires an acquirer and a transferor that prepares and presents financial 
statements under Ihe accrual basis of accounting to apply this Standard to a transaction or event that meets the definition of 
a transfer of functions. Et includes a diagram and requires that entities consider the diagram in determining whether Ibis 
Standard should be applied in accounting fora transaction or event (hat involves a transfer of functions or merger. 

El furthermore covers Definitions, Identifying the acquirer and transferor, Determining the transfer date, Assets acquired or 
transferred and liabilities assumed or relinquished. Accounting by the acquirer and transferor. Disclosure, Transitional 
provisions as well as the Effective date of the standard. 
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3, New standards and interpretations (continued) 

The effective dale of the standard Es for years beginning on or after 01 April 2011. 

The municipality has adopted the standard forthe first time in the 2012 annual financial statements. 

The impact of the amendment is not material. 

GRAP 106: Transfers of functions between entities not under common control 

The objective of this Standard is to establish accounting principles forthe acquirer in a transfer of functions between entities 
not under common control it requires an entity that prepares and presents financial statements under the accrual basts of 
accounting to apply this Standard (o a transaction or other event that meets the definition of a transfer of functions. It 
includes a diagram and requires that entities consider the diagram in determining whether this Standard should be applied 
in accounting for a transaction or even! that involves a transfer of functions or merger. 

II furthermore covers Definitions, Identifying a transfer of functions between entities not under common control, The 
acquisition method, Recognising and measuring the difference between the assets acquired and liabilities assumed and the 
consideration transferred, Measurement period, Determining what is part of a transfer of functions. Subsequent 
measurement and accounting. Disclosure, Transitional provisions as well as [he Effective date of the standard. 

The effective date of the standard is for years beginning on or after 01 April 2014. 

The municipality expects to adopt the standard forthe first time in the 2015 annual financial statements. 


It is unlikely that the amendment will have a material impact on the municipality's annual financial statements, 

GRAP 107: Mergers 

The objective of this Standard is to establish accounting principles for the acquirer in a transfer of functions between entities 
not under common control. It requires an entity (hat prepares and presents financial statements under the accrual basis of 
accounting to apply this Standard to a transaction or other event that meels the definition of a transfer of functions, It 
includes a diagram and requires that entities consider the diagram in determining whether this Standard should be applied 
in accounting for a transaction or event that involves a transfer of functions or merger 

It furthermore covers Definitions. Identifying a transfer of functions between entities not under common control, The 
acquisition method, Recognising and measuring the difference between the assets acquired and liabilities assumed and Ihe 
consideration transferred, Measurement period. Determining what is part of a transfer of functions, Subsequent 
measurement: and accounting, Disclosure, Transitional provisions as well as the Effective dale of the standard. 

The effective date of the standard is for years beginning on or after 01 April 2014. 

The municipality expects to adopt the standard for the first time in Ihe 2015 annual financial statements, 

Et is unlikely that the amendment will have a material impact on the municipality's annual financial statemenis. 

GRAP 20: Related parties 

The objective of this standard is to ensure that a reporting entity's annual financial statements contain Ihe disclosures 
necessary to draw attention to the possibility that its financial position and surplus or deficit may have been affected by the 
existence of related parties and by transactions and outstanding balances with such parties. 

An entity I hat prepares and presents financial statements under the accrual basis of accounting (in this standard referred to 
as the reporting entity) shall apply this standard in: 

* identifying related parly rotation ships and transactions: 

* identifying outstanding balances, including commitments, between an entity and its related parties: 

* Identifying the circumstances in which disclosure of the items In (a) and (b) is required; and 

* determining the disclosures to be made about those items. 
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3. New standards and interpretations (continued) 

This standard requires disclosure of related party relationships, transactions and outstanding balances, including 
commitments, in the consolidated and separate financial statements of the reporting entity in accordance with the Standard 
of GRAP on Consolidated and Separate Financial Statements. This standard 1 also applies to individual annual financial 
statements. 

Disclosure of related party transactions, outstanding balances, including commitments, and relationships with related 
parties may affect users" assessments of the financial position and performance of the reporting entity and its ability to 
deliver agreed services, including assessments of the risks end opportunities facing the entity. This disclosure also ensures 
that the reporting entity is transparent about its dealings with related parties. 

The standard states that a related party is a person or an entity with the ability to control or jointly control the other party* or 
exercise significant influence over the other party, or vice versa, or an entity that is subject to common control, or joint 
control. As a minimum, the following are regarded as related parties of the reporting; entity: 

* A person or a close member of (hat person's family is related to the reporting enlity if that person; 

has control or joint control over the reporting entity; 

has significant influence over the reporting entity; 

i$ a member of the management of the entity or its controlling entity, 

- An entity is related to the reporting entity if any of the following conditions apply; 

the entity is a member of the same economic entity (which means that each controlling entity, controlled 
entity and fellow controlled entity is related to the others); 

one entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of 
an economic entity of which the other entity is a member); 
both entities are joint ventures of the same third party; 

one entity is a joint venture of a third entity and the other entity is an associate of the third entity; 
the entity is a post-employment benefit plan for the benefit of employees of either the entity or an enlity 
related to the entity. If the reporting entity is itself such a plan, the sponsoring employers are related to the entity; 
the entity is controlled or jointly controlled by a person identified in (a); and 

a person identified in (a){i) has significant influence over that entity or Is a member of the management of 
I hat entity (or its controlling entity). 

The standard furthermore slates tbal related party transaction is a transfer cf resources, services or obligations between the 
reporting entity and a related party, regardless of whether a price is charged, 

The standard elaborates on the definitions and identification of: 

* Close member of the family of a person; 

* Management; 

* Related parties; 

* Remuneration, and 

p Signifies nt influ enoe 

The standard sets out the requirements, inter alia, for the disclosure of; 

* Control : 

* Related party transactions; and 

* Remuneration of management 

The effective date of the standard is for years beginning on or after 01 April 2013, 

The municipality expects to adopt the standard for the first time in the 2014 annual financial statements. 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 20; Related Party Disclosures 

The objective of the slandard is lo ensure that an entity's financial statements contain the disclosures necessary to draw 
attention to the possibility that its financial position and surplus or deficit may have been affected by the existence of related 
parties and by transactions and outstanding balances with such parties. 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of 
Finance, 
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3, IM e w stan da rd s a nd i nterp retatl o ns ( co nti n ued) 

The municipality has adopted the standard for the first time once it becomes effeclive 
The impact of (he standard is not material. 

3,4 Standards and Interpretations not yet effective or relevant 

The following standards and interpretations have been published end are mandatory for the municipality's accounting 
periods beginning on or after 01 July 2012 or later periods but are not relevant to its operations: 


GRAP 18: Segment Reporting 

Segments are identified by the way in which information is reported lo management,, both for purposes of assessing 
performance and making decisions about how future resources will be allocated to the various activities undertaken by the 
municipality. The major classifications of aclivities identified in budget documentation will usually reflect the segments for 
which an entity reports information to management. 

Segment information is either presented based on service or geographical segments. Service segments relate to a 
distinguishable component of an entity that provides specific outputs or achieves particular operating objectives that are in 
line with the. municipality's overall mission, Geographical segments relate to specific outputs generated, or particular 
objectives achieved, by an entity within a particular region, 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of 
Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective. 

The adoption of this standard is not expected to impact on the results of the municipality, but may result in more disclosure 
than is currently provided in the annual financial statements. 

4. Investment property 




2012 


2011 


Cost / 
Valuation 

Accumulated Carrying value 
depredation 
and 

accumulated 

Impairment 

Cost t 
Valuation 

Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 

Investment property 

4 606 320 

(45 616) 4 560 704 

4 606 320 

(41916) 4 564 404 


Reconciliation of investment property - 2012 


Opening Accumulated Depreciation Total 
balance depreciation 
and 

accumulated 

Impairments 

Investment property 4 564 404 (41 91 6) (3 700} 4 51 a 738 


Reconciliation of investment property - 2011 


Opening Accumulated Depreciation Total 
balance depreciaticnn 
and accumula 
ted impairmer 
to 

Opening balance - Leased 4 606 320 (38 2 16) (3 700) 4 564 404 


Pledged as security 
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No investment properties were pledged as security. 
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Figures in Rand 2012 2011 


4, investment property (continued) 

A register containing the information required by section 63 of the MFMA is available for inspection at the registered office 
of the municipality. 
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A register containing the information required by section 63 of [he MFMA is auaitahle for inspection at the registered office 

of the municipality. Refer to Appendix B for more details on Property, Plant and Equipment. 
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Figures in Rand 2012 2011 


6. Intangible assets 



2012 



2011 


Cost t 

Accumulated Carrying value Cost/ 

Accumulated Carrying value 

Valuation 

amortisation 


Valuation 

amortisation 



and 



and 



accumulated 



accumulated 



Impairment 



Impairment 


Intangible assets 1 1 439 442 

(990 304) 

749 138 

708 694 (478 249) 

230 445 

Reconciliation of intangible assets - 2012 








Opening 

Additions 

Amortisation 

Total 



balance 




Inlangible assets 1 


230 445 

730 743 

[212 055) 

749 133 

Reconciliation of intangible assets *3011 








Opening 

Additions 

Impairment 

Total 



balance 


loss 


Computer software 


- 

- 

- 

- 

Intangible assets 1 


702 534 

6159 

[478 248) 

230 445 



702 534 

0 159 

[478 243) 

230 445 
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Figures in Rand 

2012 

2011 

7, Other fin a n c lal assets 



Held to maturity 

Short - term investment deposits 

Terms and conditions 

9 999 746 

- 

HeJd at amortised 

Stand loans 

9 999 746 

32 576 

32 575 

Total other financial assets 

9 999 746 

32 575 

Current assets 

Held to maturity 

9 999 746 

* 

Held at amortised 

9 999 746 

32 575 

22 675 

Non-current assets 

_ 


Current assets 

9 999 746 

32 575 


The municipality has not reclassified any financial assets from cost or amortised cost to fair value, or from fair value to cost 
or amortised cost during the current or prior year. 
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Figures in Rand 

2012 

2011 

8. Employee benefit obligations 

The amounts recognised in the statement of financial position are as follows: 

Post - retirement medical aid benefit liability 



Past - retirement medical aid benefit liability 

(16 741 783) 

(16 520 682) 

Amount to be provided for 

(11 996 215) 

(2 221 101) 

Net liability 

Key assumptions used 

(30 737 098) 

(18 741 783) 

Calculations were made by management to estimate the initial recognition of a post - retirement medical aid benefit 
contribution to its employees and disclosed as a non - current liability. 

Principals for calculation: 

Estimated life expectancy - Men; 70 years of age 

Estimated life expectancy - Women: 75 years of age 

Remaining period for liability: From normal retirement age of 65 

For pensioners already reached the age of 70 or 75, one year is added to the calculation of the benefit obligations. 

Council contribution: 60% of the total contribution 


1 nfliat calculation : 201 2 

2011 


Post - retirement medical aid be nefit liabi lily 30 , 737 ,906 

18,741,763 


Less: Provided during previous years (18,741,783) 

(16,520,682) 


Amo unt to be provided 1 1 ,966,2 1 5 

□ef nod contribution plan 

2,221,101 


It is the policy of the municipality to provide retirement benefits to all its employees, A number of defined contribution 
provident funds, all of which are subject lo the Pensions Fund Act exist for this purpose. 

The municipality is under no obligation to cover any unfunded benefits, 

SL inventories 

Unsold water 

542 652 

476 149 

Diesel! at refuse dump site 

75 437 

18 498 

Diesel at Breyten workshop 

250 594 

148 296 

Consumable stores at cost 

21 093 070 

19 727 538 

Unsold properties held for resale 

4 359 290 

4 438 290 


26 321 093 

24 a 09 771 

Inventories (write-downs) 

(430 776) 

(99 827) 

Inventory pledged as security 

No inventory was pledged as security, 

10, Other receivables from non -exchange transactions 

25 890 315 

24 703 944 

Fines 

(6B8 063) 


Sundry debtors 

19 135 274 

16 994 712 

Other receivables from non-exchange transactions pledged as security 

18 447 211 

16 994 712 

m 
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Figures in Rand 2012 2011 

1 0. Other rece iva bios from no n-exch a ng e transact! ons (c onti nuc d ) 

No other receivables from non-exchange transactions were pledged as security, 

None of the financial assets that are fully performing have been renegotiated in (he last year. 

Fair value of other receivables from non-exchange transactions 
The fair value of other receivables approximates the carrying amount. 

11, VAT receivable 

VAT is payabfe on the cash basis and VAT is only paid over to EARS once payment is received. 
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12. Consumer receivables 

Grose balances 

Rates and service charges 

Electricity 

Water 


Less: Allowance for bad debt 
Rales and service charges 
Electricity 
Water 


Net balance 

Rates and service charges 

Electricity 

Water 


Rates and service charges 
Current (0-30 days) 

30 days 
60 days 
90 days plus 

Less: Allowance for bad debt 


Electricity 
Current (0 -30 days) 

30 days 
60 days 
30 days plus 

Less: Allowance for bad debt 


Water 

Current (0 -30 days) 

30 days 
60 days 
90 days plus 

Less; Allowance for bad debt 


Reconciliation of allowance for bad debt 
Balance at beginning of the year 
Contributions lo allowance 


2012 

2011 

123 434 074 

105 383 801 

45 909 076 

43 076 292 

45 253 073 

50 415 640 

214 596 223 

203 875 733 

(62 500 436) 

(74 423 553) 

(39 506 262) 

(32 955 434) 

(21 400 445) 

(16 871 776) 


(143 407 165) (126 250 763) 


40 933 636 

6 402 794 

23 852 628 

30 960 248 
15 120 858 

31 54 3 864 

71 189 058 

77 624 970 

6 600 937 

3 180 289 

2 469 840 

111 183 009 
(82 500 439) 

5 461 163 
2 650 796 
2 074 391 
95 196 851 
(74 423 553) 

40 933 636 

30 960 248 

7 053 932 

2 722 530 

1 166111 

34 966 503 
(39 506 282) 

5 203 017 

2 157 791 

1 399 549 
39 315 935 
(32 955 434) 

6 402 794 

15120 858 

1 707 848 

1 269 083 

1 007 966 

41 266 176 
(21 400 445) 

3 901 986 

1 180 700 
780 019 
44 552 935 
(18 871 776) 

23 852 S28 

31 543 864 

(126 250 763) 
(17 156 402) 

(110 839 783) 
(15 410 980) 

(143 407 1G5) 

(126 250 763) 


Consumer debtors pledged as security 


No consumer debtors were pledged as security during the previous or current financial years. 

Credit quality of consumer debtors 

All of the municipality’s trade and other receivables have been reviewed for indicators of impairment. The municipality 
continuously monitors consumers, Identified group, average past payment history and incorporates this information into its 
credit risk control. No external cred it rating is pe rformed . iso 
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12. Co nsu m er receivables ( conti n u e d ) 

Fair value of consumer debtors 

Consumer debtors past due but not impaired 

Consumer debtors which are less than 3 months past due are not considered to be im paired. At 30 June 2012, 
R27 178 536 (201 1 : R24 810 013) were past due but not impaired. 

The ageing of amounts past due but not impaired is as follows: 

Current 15 362 717 

30 days 7 171903 

60 days 4 043 917 

Consumer debtors impaired 

As of 30 June 2012, consumer debtors of R2f 4 596 222(2011 : R1 88 574 842) were impaired and provided for. 

Th e a mount of the provision wa s R 1 7 1 56 403 as of 30 J u ne 201 2 . (20 1 1 : R1 5 4 1 0 979). 

The ageing of these loans is as follows: 

14 566165 

5 989 288 
4 254 560 

90 days 187 417686 

163 764 829 


The creation and release of provision for impaired receivables have been included in operating expenses in the statement 
of financial performance. 


The maximum exposure to credit risk at the reporting date is (he fair value of each class of loan mentioned above. The 
municipality does not hold any collateral as security. 
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1 3 . Cash an d c a ah eq u i va Cents 



Cash and cash equivalents consist of: 

Cash on hand 

32 570 

32 570 

Bank overdraft 

(5 893 625) 

(13 925 408) 


(5 861 055} 

(13 892 838) 

Current assets 

32 570 

32 570 

Current liabilities 

(5 893 625) 

(13 925498) 


(5 861 055) 

(13 892 838) 


Restriction on the use of cash and cash equivalents 

The cash and cash equivalents held by the municipality may only be used in accordance with Its mandate; as such no 
restrictions have been placed on the use of cash and cash equivalents ter Ihe operations of the municpalily. 

The municipality had the following bank accounts 

Account number t description Bank statement balances Gash book balances 

30 June 2012 30 June 2011 30 June 2010 30 June 2012 30 Juno 2011 30 June 2010 
Standard Bank - Operating 1 307 076 3 814 542 5 371077 (5 803625) (13 025 408) 947 567 

account - 031-077-1 10 

Standard Bank - Marketlink 9 999 965 - 

Account - 33*551*552-5 

031087825 465 

Total 11 307 506 3 814 542 5 371 077 (5 893 625) (13 925 408) 947 SG7 


182 


Msukaligwa Local Municipality 

Annual Financial Statements for the year ended 30 June- 2012 


Notes to the Annual Financial Statements 


Figures In Rand 

2012 

2011 

14. Other financial liabilities 



Held at amortised cost 

Bank loan 

Annuity loan held at an Jnteresl rate of 13.56% from the Development Bank of 

South Africa. 

41778 

58 B75 


41 778 

58 875 

There were no defaults during the period of principal, interest or redemption terms of loans payable. 


Non -current J labilities 

At amortised cost 

21 640 

13 988 

Current liabilities 

At amortised cost 

20138 

44 887 


21 640 
20138 

41 778 

13 988 
44 867 
58 875 

15. Finance lease obligation 



Minimum lease payments due 

- within one year 

- in second to fifth year inclusive 

- later than five years 

3 161 866 

5 466 705 

917 929 

2 789 858 

6 509 433 

less: future finance charges 

Present value of minimum tease payments 

9 546 502 
{917 929) 

8 628 573 

9 299 291 
(1 436 916) 

7 862 375 

Present value of minimum lease payments due 

- within one year 

- In second to fifth year inclusive 

3 161 868 

5 466 705 

2 187 852 

5 674 523 


S 628 573 

7 862 375 

Non-current liabilities 

Current liabilities 

5466 705 

3 161 863 

5 874 523 

2 187 852 


8 628 573 

7 862 375 


It is municipal policy to Tease certain motor vehicles and equipment under finance Teases. 

The average lease term is 3-5 years and the average effective borrowing rate is 10% (2011: 10%). 

Interest rates on some contracts are fixed, while others are linked 10 prime at the contract date. All leases have fixed 
repayments and no arrangements have been entered into for contingent rent. 

The municipality's obligations under finance leases are secured by the lessor's charge over the teased assets. 
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2011 

16, U ns pent con d Eti on a 1 grants an d recei pts 




Movement during the year 




Balance at the beginning of the year 


17 902 80S 

7 792 500 

Additions during the year 


53 101 244 

31 693 911 

Revenue recognition during the year 


[59 002 036) 

[21 683 515) 



11902 104 

17 802 890 

17. Provisions 




Reconciliation of provisions - 2012 





Opening 

Additions 

Total 


Balance 



Environmental rehabilitation 

21 704 238 

2 170 424 

23 874 662 

Reconciliation of provisions * 2011 





Opening 

Reversed 

Total 


Balance 

during the 


Environmental rehabilitation 

1 500 QQD 

year 

20 204 424 

21 704 424 

1 8. Payables from excha nge trans a c tie ns 




Trade payables 


18 497 592 

16 339 255 

Payments received in advanced - centred in process 


3 816 942 

3 975 721 

Retentions 


7015 eae 

4 686 726 

Stated benefits 


933 105 

933 105 

Accrued leave pay 


8 124 526 

8 352 503 

Interesl accrual 


5 149 

(5 1441 

Accrued 1 3lh cheques 


2 533 557 

2 334 765 

Debtors refunds 


299 663 

227 923 

Salary electronic payments in July 


2 004 318 

1 088 316 

Overtime accrual 


795 397 

628 770 

Pension fund accruals 


156 155 


Insurance claim 


387 302 

387 302 



44 574 599 

39 549 742 
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19. VAT payable 



Tax refunds payables 

8 632 465 

8 077 046 

20. Consumer deposits 



Electricity and water 

7 008 435 

6 330 999 

21. Financial liabilities by category 



The accounting policies for financial instruments have been applied to the line items below: 



2012 

Financial 
liabilities at 
amortised 

Total 


cost 


Other financial liabilities 

41 777 

41 777 

Finance lease obligation 

7 566 254 

7 586 254 

Trade and other payables 

43 263 132 

43 283 162 


50 911 213 

50 911 213 

2011 

Financial 
liabilities at 

Total 


amortised 



cost 


Other financial liabilities 

53 376 

58 876 

Finance lease obligation 

7 862 375 

7 862 375 

Trade and other payables 

31 197 244 

31 197 244 


39118 495 

39 118 495 

22. Revenue 



Property rates 

51 379 021 

42 213 814 

Service charges 

167 441 149 

150 774 507 

Rental of facilities & equipment 

1 534 697 

1 296 424 

Income from agency services 

4 852 952 

3 739 658 

Fines 

433 715 

663 824 

Licences and permits 

2 284 353 

2 048 279 

Government grants & subsidies 

152 949 343 

103 616129 

Unearned finance charges 

- 

1 002 229 


330 875 235 

310 554 864 

The amount included in revenue arising from exchanges of goods or 
services are as follows: 

Service charges 

167 441 149 

150 774 507 

Rental of facilities & equipment 

1 534 697 

1 296 424 

Income from agency services 

4 852 952 

3 739 658 

Licences and permits 

2 284 353 

2 048 279 


176 113 151 

157 858 868 
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22. Revenue (continued) 

The amount included in revenue arising from non-exchange transactions 
is as follows: 


Property rales 

51 379 021 

42 213 814 

Fines 

433 715 

863 624 

Government grants & subsidies 

152 949 343 

IQS 616 129 

Unearned finance charges 

- 

1 002 229 

23. Property rates 

204 762 084 

152 695 996 

Rates received 

Assessment rates 

54 474 920 

45 902 044 

Less: income forgone 

{3 095 907) 

£3 638 230) 


51 379 021 

42 213814 

24. Service charges 

Sale of electricity 

112 553 818 

95 281 193 

Sale of water 

17 959 531 

22 442 932 

Sewerage and sanitation charges 

18 445 924 

16 087 432 

Refuse removal 

15 923 496 

14 831 897 

Olher service charges 

2 558 380 

2 131 053 


167 441 149 

150 774 507 
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25. Governme nt gra nts an d s u bs id ies 



Equitable share 

66 975 000 

32 957 371 

EPWP Grant 

565 000 

- 

Gert Sibande District Grant 

11 062 1 03 

- 

Municipal Finance Management grant 

1 250 000 

1 000 000 

Municipal infrastructure grant 

39 360 193 

20 461 951 

Municipal Systems Improvement Grant 

790 000 

750 000 

Government grant {capital} 22 

6 529 763 

- 

Training Grant( SITA) 

713 024 

333 157 

Municipal infru structure grant- operational 

1 554 250 

3 103 150 


152 340 34® IQ® 616 129 


Department of Local Government grant 



Balance unspent at beginning of year 

(243 761) 

(639 233} 

Current-year receipts 

1 307 267 

1 697 673 

Conditions mot - transferred to revenue 

(29 961) 

(1 502 366) 


1 533 545 

(243 781} 


Conditions still to be met - remain liabilities {see note 16}, 

Grant is For upgrading of sewer plant. 

Sports and recreation grant 

Balance unspent at beginning of year * SOU 000 

Current-year receipts 264 024 

Conditions met - transferred to revenue {264 024) (300 000) 


Conditions still to be met - remain liabilities (see nolo 16), 
Gran! is for moveble assets - Le office machines for libraries. 


Department of Water Affairs- Drought Relief 


Balance unspent at beginning of year 

Current-year receipts 

Conditions mel - transferred to revenue 


4®2 444 
1 111 075 
{1 630 134) 

(236 665) 


220 605 
2 100 000 
(1 336 161} 

482 444 


Conditions still to be met - remain liabilities [see note 16). 

Grant is for draught relief projects e.g drilling of boreholes in various ares within the municipality. 

Integrated National Electrification Grant 

Current-year receipts 7 236 000 

Conditions met - transferred to revenue [6 434 710) 

751 290 


Conditions still to be met - remain liabilities (see note 16), 

The gram Fs for eledriclcalion of RDF houses within the municipality. 
Municipal Infrastructure Grant 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


16 664 233 
31 620 750 
(39 331 049) 


7 011 133 
26 201 L«7! 
(17 336 200) 
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25, Government grants and subsidies (continued) 

9 153 334 16 854 233 


Conditions slilE to be met - remain liabilities (see note 16), 

this granl is for infru structure assets still to be completed, that Include roads, water purifications, palisade fencing and 
sewerage treatment plants, 

Gent Si band e District Grant 

C u rrent-yea r receipts 1 1 062 1 03 

Conditions met - transferred to revenue {1 1 062 1 03) 


Conditions slilC to be met - remain liabilities (see note 16). 

Grant is for infrustruciure projects and moveble asset eg motor vehicles. 

Sport and Recreation Grant- Lottery 

Balance unspent at beginning of year 700 000 700 000 


Conditions still to be met - remain liabilities (see note 16). 

This grant is a donation received from Lottery for the refurbishment of the swimming pool, more funds still needed to 
implement the project. 

Changes in level of government grants 

Based on the allocations set out in the Division of Revenue Act, no significant changes in the level of government grant 
funding are expected over the forthcoming 3 financial years. 


26, Other income 



Administration fees 

225 397 

252 911 

Commission on insurance premiums 

37 481 

77 679 

Royalties received 

1510 

1 500 

Moneys received and forfeited 

1 356 209 

2 11® 599 

VAT audit backpayment from SARS 

295 004 

- 

Sundry income 

1 032 576 

1 819 556 


2 993 677 


4 263 245 
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27. General expenses 



Advertising 

157 636 

570 799 

Auditors remuneration 

2 261 362 

1 695 613 

Bank charges 

743 133 

518 411 

Cleaning 

306 907 

337412 

Computer expenses 

592 

26 065 

Consumables 

237 598 

180 796 

Donations 

7 400 

38 008 

Entertainment 

655 432 

347 534 

Fines and penalties 

602 325 

434 566 

Insurance 

1 894 347 

2 247 793 

Conferences and seminars 

1 127 540 

1 156 262 

Lease expenses 

1 487 633 

668 330 

Levies 

942 048 

847 234 

Magazines, books and periodicals 

12 654 

67 284 

Medical expenses 

6 772 

5 962 

Motor vehicle expenses 

7 422 626 

5 553 662 

Fuel and oil 

214 805 

161 763 

Postage and courier 

923 440 

890210 

Printing and stationery 

726 083 

680 104 

Promotions 

66 980 

130 973 

Project maintenance costs 

195 810 

340 887 

Research and development costs 

135 000 

340 105 

Subscriptions and membership Tees 

890 657 

541 220 

Telephone and fax 

532 960 

754 785 

Training 

431 445 

630 923 

Travel - local 

5 292 390 

3 801 991 

Refuse 

105 207 

69 411 

Electricity 

328 325 

633 431 

Water 

173 776 

126 898 

Uniforms 

454 446 

407 718 

Repairs and maitenance - general 

13 317 089 

12 210 168 

Leave pay provision 

10 901 824 

9 466 722 

Contributions to retirement benefit obligation 

11 996 215 

2 221 101 

Chemicals 

1 365 745 

1 728 352 

Other expenses 

(2 649 239) 

{2 183 039) 


63 869 463 

47 650 254 
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20- Employee related costs 

Salaries and wages 

70 091 440 

S3 401 780 

13th Cheques 

* 

2 334 765 

Medical aid contributions 

6 340 318 

5 834 299 

Contributions for UIF 

©60 697 

637 029 

Leave pay provision charge 

2 609 273 

4 040 604 

Pension fund conti rutions 

13 407 342 

12 070 836 

Group life contribulions 

1 023 303 

896 716 

Travel and olber allowances 

3 743 565 

3 076 548 

Overtime and relieve payments 

9 339 651 

9 670 186 

Standby and shift allowances 

2 015 763 

1 748 632 

Cell phone allowances 

65 050 

71400 


109 047 402 

103 782 795 

Remuneration of municipal manager 

Basic 

410 720 

524 310 

Traveling allowance 

118 000 

100 000 

Backpay 

10 101 

8 343 

contribution (a UIF 

2 995 

- 

Contribution to medical aid 

44 767 

- 

Contributions to Pension Funds 

229 091 

138 929 


015 754 

771 507 

Remuneration of chief finance officer 

Basic 

284 397 

441 399 

Car allowance 

36 000 

32 500 

Backpay 

- 

4 045 

contribution to UIF 

749 

3 684 

Contribution to medical aid 

8 755 

42 681 


329 901 

574 309 

Remuneration of the director public safety and security 

Basic 

410 720 

324 448 

Car Allowance 

118 000 

100 000 

Backpay 

10131 

94 335 

contribution to UIF 

1 497 

- 

Contribution to Medical 

26 306 

- 

Contribulions to Pension Funds 

92 593 

- 


659 802 

510 783 

Remuneration of the director corporate services 

Basic 

399 947 

313 773 

Car Allowance 

120 000 

100 000 

Back pay 

10 181 

100 005 

contribution to UIF 

1 497 

- 

Contribution to medical aid 

37 949 

- 

Contributions to Pension Funds 

90 229 

- 


659 303 

518 783 

Remuneration of the director health & community services 

Basic 

. 

344 133 

Car allowance 

- 

74 133 

Backpay 

- 

4 490 

contribution to UIF 

- 

7 m 

Contributions to Pension Funds 

- 

81 619 
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28. Employee related costs (continued) 

Leave days laken 


(29 809) 


481 587 
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29. Remuneration of councillors 

Mayor 

561 456 

570 051 

Executive Committee 

1 265 614 

1 551 147 

Speaker 

450 293 

457 434 

Councillors 

6 260 211 

4 550 987 

Cell phone allowances 

472 371 

334 476 

In-kind benefits 

The Mayor, Speaker and full-time councillors are provided with office space. 

The Mayor has use of a council owned vehicle and driver for official duties. 

The Mayor and Speaker has I he support of a personal assistants, 

30. Allowance for bad debt 

3 010147 

7 464 095 

Debt impairment 

31, Investment revenue 

17644 467 

15 410 979 

Interest revenue 

Bank 

5B9 142 

740 818 

Interest charged on trade and other receivables 

10 1 24 037 

3 134 518 


10 713 229 

S 875 336 


10 713 229 

8 875 336 

32 . Dep reciati on an d a m o rti sat 1 on 

Property, plant and equipment 

27 909 212 

27 997 095 

33. Finance costs 

Non-current borrowings 

7 461 

9 535 

Finance leases 

721 115 

496 225 


723 576 

505 760 

34, Auditors' remuneration 

Fees 

2 261 362 

1 695 613 

35. Contracted services 

Information technology services 

6 073 445 

5 921 259 

Specialist services 

10448 752 

11 633 789 

Other contractors 

3 673 359 

3 420 775 


20 200 556 

20 975 823 

36, Bulk purchases 

Electricity 

107 162 186 

90 364 942 

Water 

1 019 164 

1 563 628 


103181 350 

91 928 570 
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37. C a sh g e nera ted from ope rati on s 



Surplus (deficit) 

34 053 237 

(47 747) 

Adjustments for: 



Depredation and: amortisation 

27 909 212 

27 997 095 

Loss on sale of assels and liabilities 

309 150 

4 946 634 

Finance costs - finance leases 

721 115 

496 225 

correction of prior year error on assets 

- 

223 320 

Finance costs 

- 

19 125 901 

Contribution eg doubtful debt allowance 

17 944 467 

15 410 979 

Contribution to medical aid provision. Non-current 

11 996 215 

2 221 101 

Movements in provisions 

2 170 424 

1 380 592 

other non cash item 

(36 505) 

6 703 224 

Changes in working capital: 



Inventories 

(1 181 371) 

(13 291 045) 

Other receivables from non-exchange transactions 

[1 452 499) 

(3 099 421) 

Consumer debtors 

(11 408 555) 

(40 943 794) 

Payables from exchange transactions 

5 024 351 

(1 327 752) 

VAT 

555 419 

10 503 524 

Unspent conditional grants and receipts 

(5 900 792) 

10 010 396 

Previous year appropriation 

677 436 

646 005 


81 231 BQ4 

41 035 237 

33, Commitments 



Authorised capital expenditure 



Already contracted for but not provided for 



* Properly, plant and equipment 

9 299 361 

■ 


The municipality had outstanding orders to the amount of R443.946 at year end. This committed expenditure will be 
financed by available bank facilities, retained surpluses and existing cash resources. 


39, Contingencies 

Litigation is in the process against the municipality relating to a dispute on unfair dismissal, cancelation of contracts, 
servitudes, (ease cortlracEs, improper sal of land, negligence, unaulhorised tease of property, defrauding motor scheme and 
undue payment of R 3 027 153, The municipality's attorneys consider the estimate to be reasonable, although subject to a 
number of variables. 

There is currently a dispute with the Department of Water Affairs on invoices to the amount of R2,930,760, which has nol 
been paid by the municipality. These invoices were for water consumed by mines wilhin the MsukaEigwa Local Municipality's 
jurisdiction. The municipality were invoiced instead of the individual mines. 

There exists a contingent asset of R6 173 1 48 as an insurance amount may be receivable from Alexander Forbes. The 
construction of an elevated tank for Wessciton had collapsed. 
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40. Prior period errors 

Properly, Plant and Equipment have increased. Land fill sites were revalued.) 

Property plant and equipment was overstated with and amount equal to R708 524. 

Provision for land fill sites also increased due the revaulsutio from R1 500 000 to R21 704 238{ 2011), R23 8 74 662( 2012) 
The correction of the error(s) results in adjustments as follows: 

Trade and payables were misdassified as sundry debtors amounting to R1 517 987. 

Sundry debtors increase with amount equal to R 1 632 039 due misdassification of bade payables as sundry debtors. 


Statement of Financial position 

Properly, plant and equipment - 19 973 794 

Provisions for land fill sites - (20 204 230) 

Sundry debtors •* 1 ©32 039 

Accumulated depreciation - (2 688 019) 

Trade and payables - (10 041 683) 

Inventotires * (99 327) 

Other financial liabilities{loan) short term portion - (28 379) 

Other financial liabilities (Joan) Jong term portion - 28 379 

current liabilities- provisions(leave) - 8 352 503 

Statement of Financial Performance 

Depreciation expense - 2 646 103 

Interest charged - 325 706 


41. Risk management 
Liquidity risk 

The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Budgeted cash flow forecasts are prepared and adequate utilised burrowing facilities are monitored. Surplus cash are held 
as short term deposits to assist in settling future commitments. 

The table below analyses the municipality's financial liabilities (non-derivatives) into relevant maturity groupings based on 
the remaining period at the statement of financial position to the contractual maturity date. The amounts disclosed in the 
table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances as the 
impact of discounting is not significant. 


At 39 June 2012 

Within 1 year 

In second to 
fifth year 

Inclusive 

After S years 

Carrying value 

Annuity loans 

20 133 

21 640 


41 778 

Finance lease obligations 

3 161 868 

5 466 705 

- 

8 628 573 

Trade and other payables 

62 485 917 

- 

- 

62 485 917 

Consumer deposits 

- 

- 

7 008 435 

7 008 435 

Retentions 

6 923 553 

- 

- 

6 923 553 

At 30 June 2011 

Within 1 year 

In second to 
fifth year 
inclusive 

After 5 years 

Carrying value 

Annuity Joans 

13 988 

44 887 

- 

58 876 

Finance lease obligations 

2 187 852 

5 674 523 

- 

7 862 375 

Trade and other payabies 

53 957 791 

- 

- 

53 957 791 

Consumer deposits 

- 

- 

6 330 999 

6 330 999 

Retentions 

4 145 644 

- 

- 

4 145 644 
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41 . R isk m anagement (contin ued ) 

Interest rate risk 

A$ the municipality has no significant interest-bearing assets, the municipality's revenue and operating cash flows are 
substantially independent of changes in market interest rates. 

At year end, financial instruments exposed to interest rate risk were as follows: Balances with banks. 

Credit risk 

Credit risk consists mainly of cash deposits, staff loans, cash equivalent, trade receivables and other receivables. The 
municipality only deposits cash with major banks with high quality credit standing and limits exposure to any one counter* 
party 

Trade receivables comprise a widespread customer base. Management evaluates credit risk relating to customers on an 
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, 
risk control assesses the credil quality of the customer, taking Into account its financial position, past experience and other 
factors. Individual risk limits are set based on internal or external ratings in accordance with limits set by the board. The 
utilisation of credit limits is regularly monitored. Sales to consumers are settled mainly in cash. Management makes use of 
an independant attorney to assist in debt collection. 

The municipality establishes an allowance for doubtful debt that represents <U estimate of incurred credil losses in respect 
of trade and other receivables. All of the municipality's consumers were reviewed for indications of impairment and certain 
receivables were found to be impaired and an allowance for credit loss was provided for, 

Financial assets exposed to credil risk at year end were as follows; 

Financial instrument 

Cash and cash equivalents 
Consumer debtors 
Loans receivable 

42. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 

43. Events after the reporting date 

The management of the municipality are not aware of any significant matter or circumstances arising since the end of the 
financial year to the date of this report in respect of matters which would require adjustments to or disclosure in the annual 
financial statements. 


2012 2011 

32 570 32 570 

59 023 305 79 679 295 

32 575 


44, Unauthorised expenditure 


Opening balance 

17 302 696 

- 

Add: Unauthorised expenditure - current year 

- 

17 302 396 

Less: Amounts not recoverable ( but condoned) 

4 5. Ad d i tic r>a 1 d is c 1 os tire i n term s of IVlu nl c ipa 1 Fi nan ce Ma nag em e nt Act 

(17 302 896) 

17 302 393 

Contributions to organised local government 

Current year subscription 

690 657 

534 636 

Amount paid - current year 

(890 657) 

(534 636) 
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45, Additional disclosure in terms of Municipal Finance Management Act (continued) 


Audit fees 


Current year fee 
Amount paid - current year 


PAYE and UlF 

Current year payroll deductions 
Amount paid - current year 


Pension and Medical Aid Deductions 

Current year payroll deductions and council contributions 
Amount paid - current year 


VAT 

VAT payable 


2 261 362 

1 695 613 

(2 261 362) 

(1 695 613) 

13 188 765 

12 083 926 

(13 183 735) 

(12 083 926) 

22 916 372 

13 865 591 

(22 918 372) 

(18 865 591) 

3 632 465 

8 077 046 


All VAT returns have been submitted by the due date throughout the year. 
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45. Additional disclosure In terms of Municipal Finance Management Act {continued) 

Councillors' arrear consumer accounts 


The following councillors had anear accounts outstanding at 30 June 2012: 


30 June ZQ12 

Outstanding 

Outstanding 

Total 


less than 00 

more than 90 



days 

days 


KH Dladla (1) 

177 

4 372 

4 549 

BE Sibiya (1) 

656 

- 

656 

B! Sibiya (2) 

769 

6 366 

9135 

Bl Sibiya (3) 

- 

14 556 

14 556 

CVN Madini 

- 

656 

656 

SM Nkosi 

214 

4 363 

4 597 

FJ Mabasa 

- 

10 447 

10 447 

TT Malaza 

m 

7 105 

7191 

TT Malaza 

42 

3 416 

3 460 

HF Swart 

1 531 

- 

1 531 

EC Msezane 

* 

461 

461 

JDA Blignaut 

* 

797 

797 


3 475 54 561 58 036 


30 June 2011 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 



days 

days 


MJ Blose 

254 

3 659 

3 913 

JS Bongwe 

416 

- 

418 

NC Gininda 

574 

- 

574 

OS Greyling 

364 

* 

364 

KJ Makhubu 

340 

5 

345 

TT Malaza 

1 163 

- 

1 163 

S Marsh 

117 

- 

117 

BA Masekc 

141 

6 631 

6 772 

J Ma shin ini 

290 

- 

290 

MJ Mkhonza 

161 

- 

161 

MS Nkosi 

48 

2 266 

2316 

Z Nkosi 

1 502 

- 

1 502 

GB Prinsloo 

3 033 

* 

3 063 

FT Yende 

449 

- 

449 

WE R risen 

521 

- 

521 

ZS Zwane 

1 045 

65 

1 110 

ZPG Mthimunye 

65 

- 

65 

HF Swart 

2 216 

1 011 

3 229 

GA Vilakazi 

3 694 

- 

3 694 

MS Vilakazi 

436 

4 334 

4 772 

NS Xaba 

109 

- 

109 

MMI Zikhali 

342 

- 

342 

PA Zulu 

636 

1 060 

1 916 

BG Sib-eko 

2 569 

693 

3 262 

BM Vilakazi 

1 280 

- 

1 280 


22 063 

19 746 

41 809 
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45, Additional disclosure in terms of Municipal Finance Management Act {continued) 
Supply chain management regulations 
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45, Additional disclosure in terms of Municipal Finance Management Act (continued) 

In terms of section 36 of the Municipal Supply Chain Management Regulations various deviations from the Supply Chain 
Management Policy has been approved and submitted! to Council on a monthly report in terms of subsection 36(2) of the 
policy and approved accordingly. Details are as follows; 


NAME OF SUPPLIER 

AMOUNT 

REASON 

DIMAG 

R4 007.85 

Test and repair submersible sewage pump 
over weekend at Ext 32 due to the fact that own 
Electricians were busy with other call-outs. 

TWENTY FOUR MOTORS 

R1 648.00 

Ford Bantam registered 8XP 616 MR is taken to 
Agents to repair road sensor value. The vehicle is 
still under warranty at 42 000 kilometer. 

S1ZANAYE ELECTRICAL 

R72 728.00 

There was a breakdown in Lothair p more than 100 
households were without electricity, Sizanaye 
Electrical was the only supplier that could deliver 
within 48 hours. Quotations from other suppliers 
quoted they could deliver within 2 weeks. 

WERNER PUMPS SOUTH AFRICA 

R131 265.00 

Werner high pressure pump registered DBD 339 

MP is broken. The pump can only be repaired by 
the Agents Werner Pumps. It is a strip and quote. 

BEIL EQUIPMENT SALES 

R20 247.90 

Oil tester for Bell frailer registered DKV 024 MR is 
only supplied by the agents Bell Equipment safes. 

MTSWENI / ELS CONSTRUCTION 

R86 585.00 

To rectify sewer network in ext 32 in order to 
prevent sewer spillages inside the surrounding 
dwellings and to reduce the amount of sewer 
blockages in this area. 

ALTIMAX 

R372 500.00 

Request to deviate from following the normal 
procurement processes of advertising tor 21 days 
and to go on close tender to the suppliers on 
Council's database to compile GRAF compliant 
Annual Financial Statements. 

BABCOCK EQUIPMENT 

R6 405.36 

Service kit for Grader Volvo registered DND 134 MP 
is supplied by Agents only. 

BABCOCK EQUIPMENT 

R19 131 15 

Service kit for TLB Volvo registered DDL 750 MR is 
only available at the Agents only. Teeth and lock 
are also supplied by the Agenls only. 

BABCOCK EQUIPMENT 

R24 541.00 

Turbo charger and seals for Volvo TLB registered 
DDL 780 MR are only supplied by the Agents 
Babcock Equipment, 

BABCOCK EQUIPMENT 

R3 533.99 

Service kit for payloader Volvo registered DSJQ92 
MiP is only available at the Agents only. 

BREYTEN UNDERTAKERS 

R1 500,00 

Burial of pauper that have been staying in a 
mortuary formers than 21 days without 

Identification according to the pauper and Indigent 
policy of Msukaligwa - LM1 075/03/20 1 1, 

WORKSHOP ELECTRONICS 

R14 595,06 

Workshop electronics is the sole supplier as 
prescribed by SANS 10216. 

WORKSHOP ELECTRONICS 

R3 327.20 

Workshop electronics is the sole supplier as 
prescribed by SANS 10216. 

BOTJHENG WATER 

R34 016.46 

Water pressure too high for mechanical rake at 
sewage plant and must be reduced, Botjheng did 
the installation of rake and upgrading of plant. 
Pressure reducing valve was not in the scope of 
work. 

BGM SECURITY PRINTERS 

R6 559.45 

Blank cheques were ordered from council bankers 
and they requested that we pay their printers 
directly. They also mentioned that they use only 
one printer for all their water mark cheques. 

ACSU SECURITY 

R2 740.00 

Repair of the alarms system of Library and Acsu is 
having contract with the Municipality . They are 
monitoring the alarm system within our Municipality, 

KO NKE-KULU NGl LE PROJECTS 

R145 300.00 

Urgent repairs to the galvanized pipeline at the 1 1 
reservoir as the leaks constantly damages the 
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45. Additional disclosure in terms of Municipal Finance Management Act (continued) 

computer network infrastructure. 

THE BADGE COMPANY 

R1 581.60 

The Badge company is the sole manufacturer and 
supplier of emblems and logo's. Sole provider. 

DRAGGER SA 

R3 612.66 

Dragger S A. is the sole provider for repairs, 
maintenance and calibrations of the Dragger 7110. 

SPRAY AIR SERVICES 

R5 488.03 

The Paint Machine that is used by Council is the 
product of Spray Air Services and they are the only 
company that repairs their products and keeps 
spares. There is no other supplier that can repair 
spray air machines. 

ERMELO NISSAN 

R1 569.02 

The vehicle was taken to Nissan who is the only 
agent in Ermelo to give a quote lo repair it. The 
vehicle was stripped by the agent to establish whal 
needs to be serviced and repaired. If a second 
quote must be obtained Council will have to pay for 
the labour for stripping and assembling, this will 
result in additional costs to be paid. Vehicle: 

NISSAN LDV - CTD599MP - FLEET#F202OQ6 

SOUTHERN FAULT LOCATION 

R26 505 00 

The cable locator machine is damaged, an analog 
seism phone with a microphone is required lo repair 
this machine. Southern Africa Fault Location is the 
only company that has this equipment available as 
they are the manufactures. 

MARCE FIRE FIGHTING TECHNOLOGY 

R1 798.41 

Marce Fire Fighting Technology is the official and 
sole dealer for E-One Fire engines in Africa. See 
attached letter. Vehicle: E-One CMC. BKP 331 MP t 

Fleet # F202002, Km 63124 

OTIS 

R231 074.00 

OTIS is the installer and the servicer of the elevator 
used in the Ermelo Civic Centre since the lift was 
installed in 1978. The lift is urgently needed to 
ensure accessibility to other levels of the building by 
the elderly and disabled persons. Heavy cleaning 
machines are transported by the lift to other levels 
of the Civic Centre, 

COMBO BUILDING SUPPLIES 

R74 287.60 

This material Is urgently needed as there is no 
stock at the Municipal stores. 

BABCOCK EQUIPMENT 

R12 735.14 

Wheel bearings for Grader Volvo registration DND 

134 MP are only supplied by Volvo BABCOCK 
Equipment. 

TWENTY FOUR MOTORS 

R98S.24 

Car went for the 75 0QQ km service a! Twenty Four 
Motors Ermelo. Car registration number is DXP 

619 MP. Finance department Vehicle make: Ford 
Bantam 1 .3, Vehicle is still under guarantee, 
therefore the dealer must service the vehicle. 

BABCOCK EQUIPMENT 

R15 349.12 

Manifold gaskets for Grader Volvo registered DND 

134 MR are only supplied by BABCOCK Equipment, 
they are the only Agents for Volvo plant. 

E S RESEARCH $ TRAINING 

R30 000.00 

This is the only quotation we have received and the 
supplier will render the services as we had per 
specification. The service will include the following: 

■ Facilitation of the summit 

* Compiling a consolidated report 

cos 

R140 160.72 

Prior year financial statements were prepared 
with the same system. 

To address Auditor-General audit queries in 
enabling Municipality to prepare AFS internally 
without consultants. Sole supplier of system. 

ERMELO TOYOTA 

R3680.19 

Wiring on charging and fault finding, oil seal and no 

4 coil pack was discovered faulty after stripping. 

The first quotation was used, it's for the Toyota RAV 

4 Registration CNN 126 MP. Ermelo Toyota is the 
Agent. 

BABCOCK 

R6 102.76 

The service kit for Volvo Grader, registered DND 

1 34 MP can only be supplied by BABCOCK 200 

equipment BABCOCK is Ihe only agents for Volvo 
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45. Additional disclosure in terms of Municipal Finance Management Act (continued) 

machines . 

ERMELO ELECTRO MOTOR SERVICES R42 90Q.9O 


P M SAND 


R2 599.20 


hCON ENTERPRISES 


GUNNEBG S.A. 


R2 550.00 


R15 315.57 


Urgent repairs to the pump that supplies water in 
Davel since the stand-by pump can not cope with 
the demand and the community is without water 
The TLB or the Municipality was broken on the 
afternoon of Friday 24 February 2012 on its way to 
open graves at Ermelo cemetery. Three quotations 
were requested. Two supplier's TLB machines 
were nol available. PM Sand's TLB machine was 
available and willing to assist immediately. 

□avel residents have been without electricity for five 
days, we require crane-lruck service and the 
Department's vehicle is in the workshop for repairs. 
i-CON Enterprises is the only company available for 
this service as this is an emergency. 

Gunnebo S.A. Is the only supplier of repairs and 
installation gf safe doors. 


40. Utilisation of Long-term liabilities reconciliation 

Long-term liabilities raised 41 778 5B 875 

Long-term liabilities have been utilized in accordance with the Municipal Finance Management Act. Sufficient cash has been 
set aside to- ensure that long-term liabilities can be repaid on redemption date. 
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47. Statistical Information 





Electricity 





Purchase cost 



107 693 466 

90 364 941 

Total cost (include slreettighting) 



103 957 606 

95 508 071 

Sales income 



112 553 938 

95 231 192 

Purchased units 


kWh 

202 567 479 


194 766 149 

Sold units 


kWh 

110 763 406 


108 435 912 

Units loss in distribution 

kWh 

91 619 073 


86 2BD 237 

Cost of loss in distribution 



40 810 096 

40 034 030 

Loss in distribution 


45.32% 

44.30% 

Benchmark norm for distribution losses 



10.00% 

10% 

Nett loss in distribution 



35.32% 

34.30% 

Cost per unit based on purchase cost 


0.5316 

0.4640 

Cost per unit based on total cost 


0 5378 

0.4904 

Income per unit 



1.0161 

0.8783 

Nett loss in distribution above the benchmark losses 

kWh 

r 71 560 3251 

66 603 88-3 

Nett cost of loss in distribution above the benchmark losses 

36 040 749 

30 997 003 

Water 





Purchase cost 



1 020 856 

1 561 730 

Total cost 



29 947 941 

29 947 941 

Sales Income 



20 165 431 

20 336 117 

Purchased kilo liters 


Kl 

591 699 


563 936 

Own resources kilolrlers 


Kl 

3 546 518 


3 445 644 

Total purified water kiloliters 


Kl 

4 140 217 


4 009 632 

Sold kiloliters plus additional provision as calculated 

Kl 


3 396 089 


3 594 427 

Kl loss in distribution 


Kl 

744 128 


415 205 

Cost of loss in distribution 



5 382 593 

3 101 166 

Loss in distribution 



17,97% 

10.36% 

Benchmark norm for distribution losses 



10.00% 

10.00% 

Nett loss in distribution 


7.07% 

0.36% 

Cost per kilo liter punned 


7.233 

7.469 

Cost per kilotiler soldi 


86184 

83318 

Income per kilpliter 


5.9437 

5.6577 

Nett loss in distribution above the benchmark losses 

KJ 

330 1061 

14 «28 

Net cost of loss in distribution above the benchmark losses 


2 337 799 

107 763 




71 67S 435 

67 096 133 

Calculation: Water utilised In provision to communities 




Kiloliters sold Kl 



3 292 289 


3 532 474 

Calculation: Water unmetered, utilised from purified water 


- 


- 

Unmetered communities with standpipe provision Kl 



20 000; 


- 

Water provision by tankers Kl 



63 800 


11 953 

Unmetered new development housing projects Kl 



20 000 


- 




3 396 069 

3 594 427 
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Total revenue (excluding capital transfers and contributions) 369 S7S 407 336 147 645 336 147 645 334 442 909 1 704 736 99 % 90 % 

Total expenditure (400 753 951) (392 853 230) (392 653 230) (361 60S 373) (31 244 857) 92% 90% 

Surplus/^ Deficit) (30 875 484) (56 705 505) (56 705 585) (27 185 484} (29 540 121} 48 % 88 % 
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Msukafigwa Local Municipality 

Annual Financial Statements for the year ended 30 June 2012 


Detailed Income statement 


Figures in Rand 

Note(s) 

2012 

2011 

Revenue 

Rendering of services 


- 

- 

Property rates 

23 

51 379 021 

42 213 814 

Service charges 

24 

167 441 149 

150 774 507 

Rental of facilities and equipment 


1 534 607 

1 296 424 

income from agency services 


4 352 952 

3 739 658 

Fines 


433 715 

863 824 

Licences and permits 


2 234 353 

2 048 279 

Government grants & subsidies 

25 

152 949 34S 

108 616 129 

Unearned finance charges 


- 

1 002 229 

Administration fees 


225 397 

252 911 

Commission on insurance premiums 


87 431 

77 679 

Royalties received 


1 510 

1 500 

Moneys received unallocated 


1 356 209 

2116 599 

VAT backpayment from SAR5 


295 004 

- 

Other income 


T 032 576 

1 819 556 

Interest earned 

31 

10 713 229 

8 875 336 

Total Revenue 


394 587 141 

323 698 445 

Expenditure 

Employee related costs 

23 

(112 312 652) 

(106 647 844) 

Remuneration of councillors 

29 

(9 010 147) 

(7 464 095) 

Depreciation and amortisation 

32 

(27 909 212) 

(27 997 095) 

Finance costs 

33 

(728 576) 

(505 760) 

Debt impairment 

30 

(17 844 467) 

(15 410 979) 

Collection costs 


(163 321) 

(219 138) 

Bulk purchases 

35 

(108 181 350) 

(91 928 570) 

Contracted services 

35 

(20 200 556) 

(20 975 823) 

Loss on disposal of assets 


(309 150) 

(4 946 634} 

General expenses 

27 

(63 869 463) 

(47 650 254) 

Total Expenditure 


(3S0 533 904) 

(323 746 192) 

Revenue 


394 537 141 

323 698 445 

Expenditure 


(360 533 904) 

(323 746 192) 

Other 


- 

- 

Su rplusf (deficit) for the period 


34 053 237 

(47 747) 
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Analysis of property, plant and equipment as at 30 June 2012 
Cost/Revaluation Accumulated depreciation 
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Segmental analysis of property, plant and equipment as at 30 June 2011 
Cost/Revatuation Accumulated Depreciation 
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Segmental analysis of property, plant and equipment as at 30 June 2011 
tost/Revaluation Accumulated Depreciation 
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Appendix 0 


Segmental Statement of Financial Performance for the year ended 
Prior Year Current Year 

Actual Actual Surpius Actual Actual Surplus 

Income Expenditure /(Deficit) Income Expenditure /(Deficit) 

Rand Rand Rand Rand Rand Rand 


69 124 343 37 343 060 

40 443 283 44 531 339 

1 157 665 3 963196 

558 377 

2 157 991 8 119 363 

1 804 129 1 30 1 639 

1 921 678 1 1 178 376 

3 279 924 8 977 491 


35 663 912 33 267 021 

11 821 917 15 961 246 

40 963 889 29 949 476 

86 343 349 92 515 263 

65 380 56 036 


Municipality 

31 731 788 Executive & Council/Mayor and Council 
4 911 944 Finance a Admirs/Finance 
[2 810 531) Planning and Development/Economic 
Developmenl/Plan 
(558 377) NealLh/Clinics 

(5 961 872) Comm. & Sod a I/Libraries and archives 
2 440 Housing 

(9 256 698) Public Safely/Police 
(5 697 567) Sport and Recreation 

- Environment I Protection/Pollution 
Control 

2 396 89 1 Waste Water M anagement/Sewerage 
(4 1 39 329) Road Transpqrt/Roads 
11 014 213 Water/Water Distribution 
(5 671 41 9) Electricity /Eleclridty Distribution 
9 794 Other/Air Transport 


304 24 3 765 233 227 488 16 021 277 

Municipal Owned Entitles 


Other charges 


304 248 765 233 227 488 16 021 277 Municipality 

- Municipal Owned Entities 

- Other charges 
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Appendix D 


Segmental Statement of Financial Performance for the year ended 
Prior Year Current Year 


Actual 

Actual 

Surplus 


Actual 

Actual 

Surplus 

Income 

Expenditure 

/(Deficit} 


Income 

Expenditure 

/(Deficit) 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


- 

*■ 

* 

■ 

- 

- 

- 

- 

304 248 765 Z68 227 438 IS 021 277 Total 

* 

* 

- 
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Actual versus Budget( Revenue and Expenditure) for the year ended 30 June 

2012 
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Actual versus Budget^ Revenue and Expenditure) for the year ended 30 June 

2012 
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Actual versus BudgetfRevenue and Expenditure) forth© year ended 30 June 

2012 
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Actual versus Budget(Revenue and Expenditure) for the year ended 30 June 

2012 
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Appendix F 

Disclosures of Grants and Subsidies in terms of Section 123 MFMA, 56 of 2003 
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23 953 13 946 5 373 1069 - - 714 B 131 7 275 19 613 

Note: A municipality should provide addrtionaJ intormsUon on hew a grant was spent par Vote. This excludes allocations from tde Equitable Sfiare 


APPENDICES 


Accessibility indicators 

Explore whether the intended beneficiaries are able to access services or outputs. 

Acce untabil ity documents 

Documents used by executive authorities to give *futl and regular* reports on the matters under 
their control to Parliament and provincial legislatures as prescribed by the Constitution This 
includes plans, budgets, m-year and Annual Reports. 



Activities 

The processes or actions that use a range of inputs to produce the desired outputs and 

ultimately outcomes. In essence, activities describe 'what we do". 

Adequacy indicators 

The quantity of inpul or output relative to the need or demand. 

Annual Report 

A report to be prepared and submitted annually based on the regulations set out in Section 121 

of the Municipal Finance Management Act. Such a report must include annual financial 
statements as submitted to and" approved by the Auditor-General, 

Approved Budget 

The annual financial statements oi a municipally as audited by the Auditor General and 
approved by council or a provincial or national executive. 

Baseline 

Current level of performance that a municipality alms to improve when setting performance 

targets. The baseline relates to the level of performance recorded in a year prior to the 
planning period. 

Basic municipal service 

A municipal service that is necessary to ensure an acceptable and reasonable quality of life to 
citizens within that particular area. If not provided it may endanger the public health and safety 
or the environment. 

Budget year 

The financial year for which an annual budget is to be approved - means a year ending on 30 
June, 

Cost indicators 

The overall cost or expenditure of producing a specified quantity of outputs. 

Distribution indicators 

The distribution of capacity to deliver services. 

Financial Statements 

Includes at least a statement of financial position, statement of financial performance, cash- 
flow statement, rotes to fhese statements and any other statements that may be prescribed. 

Genera! Key performance 
indicators 

After consultation with MECs for local government, the Minister may prescribe general key 
performance indicators that are appropriate and applicable to local government generally 

Impact 

The results of achieving specific outcomes, such as reducing poverty and creating jobs, 

Inputs 

All the resources that conlnbute to the production and delivery of outputs, Inputs are >hat we 
use to do the worfc" They include finances, personnel, equipment and buildings. 

Integrated Development 
PlarT (IDP'i 

Set out municipal goals and development plans. 

National Key performance 
, areas 

■ Service delivery & infrastructure 

■ Economic development 

* Mu nopal transformation and institutional development 
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* Financial viability and management 

* Good governance and comm unify participation 

Outcomes 

The medium-term results lor specific beneficiaries that are itie consequence of achieving 

specific outputs. Outcomes should relate dearly to an institution's strategic goals and 
objectives set out in ils plans. Outcomes are ’‘what we wish to achieve' 

Outputs 

The final products, or goods and services produced for delivery Outputs may be defined as 

"what we produce or deliver 1 . An output is a concrete achievement (i.e. a product such as a 
passport, an action such as a presentation or immunisation, or a service such as processing an 
application) that contributes to the achievement of a Key Result Area 

Performance Indicator 

Indicators should be specified to measure performance in relation to input, activities, outputs, 

outcomes and impacts, An indicator is a type of information used to gauge the extent to 
which an output has been achieved (policy developed presentation delivered service 
rendered) 

Performance Information 

Generic term for non-financial information about municipal services and activities. Can also be 

used interchangeably with performance measure, 

Perform anoe Standards: 

The minimum acceptable level of performance or the level of performance that is generally 

accepted. Standards are informed by legislative requirements and service-level agreements. 
Performance standards are mutually agreed criteria to describe how welt work must be done in 
terms of quantity andfor quality and timeliness, to darify the outputs and related activities of a 
job by describing what the required result should be In this EPMDS performance standards 
are divided into indicators and the time factor. 

Performance Targets: 

The level of performance Inal municipalities and its employees strive to achieve. Performance 

Targets relate to current baselines and express a specific level of performance that a 
municipality aims to achieve within a given time period, 

Service Delivery Budget 
Implementation Plan 

Derailed plan approved by the mayor tor implementing the municipality's delivery of services: 

including projections of the revenue collected and operational and capital expenditure by vote 
for each month. Service delivery targets and performance indicators must also be included 

Vote: 

One of the main segments into which a budget of a municipality is divided for appropriation of 
money for the different departments or functional areas of die municipality, The Vole specifies 
the total amauht. that ss appropriated for the purpose of a specific department or functional 
area. 

Section 1 of the MFMA defines a "vote” as: 

a) o ne of the main segments into which a budget of a municipality is divided for the 
appropriation of money for the different departments or functional areas of toe municipality; and 
t) which specifies the tota! amount that is appropriated for toe purposes of the department or 
functional area concerned 
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APPENDIX E - WARD REPORTING 


Functionality of Ward Committees 

Ward Name 
(Number) 

Name of Ward 
Councillor and elected 
Ward committee 
members 

Committee 
established 
(Vest No) 

Number of 
monthly 
Committee 
meetings held 
during the year 

Number of 

monthly reports 
submitted to 
Speakers Office 
on time 

Number of quarterly 

public ward 
meetings held 
during year 

One 

ClIrMPNKosI 

Mhlambi Sonte 

Lukhele Scuds L 

Luhisi Sambulo E 

Nyoni Nomsa 

Skosana Sonto Rainy 
Mkhwanazi Nfabulo M 
Nkosr Thabo 

Zwane Thembi 

Yes 

4 

1 

3 

Two 

Cllr EC Msezane 

Vilakazi Esther Rkie 
iVtsibi Nonhlanhla R 

Nfcosi Nokusa S 

Motha Phillip F 

Magagula Sindfsiwe P 
Simelane Sizable M 

Mkhwanazi lucky 

Ndlela Thulani R 

Ndlovu Mashila S 
Shongwe Baby C 

Yes 

I 

4 

0 

3 

Three 

Cllr MV Malaga 

Hlengwa Maria N 

Nkcsi Jonathan 

Phin Jan Thokozani 

Nkosi Trevor Gs 

Nkosi Lindiwe B D 
Nxumalo Nhtanhla G 
Hlophe Zenzele Z 

Zulu Nomsa Beauty 
Nhlapo Alfred 

Mweli John 

Yes 

3 

0 

1 

Four 

CltrTS Nkosi 

Masina Dumisani 
Khumala Zwelithini G 
Ndlangamandla Gift $ 
Maseko Doctor L 

Khanye Valentine 

Yes 

1 

0 

1 


222 




Ngwerrya Prudence 
Ntshangase Simphiwe 
Madonsela Seneie 
Mabuza Jabulile 

Sibeko Eric 





Five 

CHr FJ Mabasa 

Dludlu Belhusile 

Mdluti Mandienkosi 
Ndmisa Lindlwa 

Mokoena Lawrence 
Thabethe Ntombimpela 
MavimbeJa Emanuel; 
Mthethwa Nonhlauhia 
Mlhefriwa Nelisiie 

Lukhele MsJiiseni A 
Mokoena Doctor 

Yes 

3 

0 

1 

Six 

Cllr TT M alaza 

Fakude Bongani E 

Otodlu Lydia 

Sibiya Jabulam C 
islkambule Zamokuhte 
Tfema Jabulile SS 
Mashele Sicelo Lm 
Malinga Johan nesM 
Mayisela David E 
Shabangu Muzrwakhe 
Mabuza EN 

Yes 

4 

0 

2 

Seven 

ClirZBraydenbacIn 
Monareng Mtosela 

Reis Micheal Dos 
B^eydenbach Gerrit 
Mokoena VeN J 

Vdakazi Fikiie Uriah 
Nyawo Luyanda S 

Mtshati Precious N 
Mafilobo Wiseman M 
Zwane ThembiG 

Zimsla Nokwanda 

Yes 

4 

0 

1 

Eight 

crir hf swan 

Botbrria Schalk Wiltem 
Van Der Merwe 

Yolanda 

Badenhorst Jacobus 
Cremer Cynthia 

Nkosi Themba Josep-h 

Yes 

1 

0 

1 


Nine 


Ten 


EEeven 


Twelve 


Moth a B organ G 

Makhubu P Noncayi 
Hlabane Critic Jabu 
Mikhwanazi Zandle Ivy 
Si thole BhekizizweM 


CHr M J Mhlanga 
Ngwenyama Gift Elton 
Liisenga Busisiwe G 
Mkhoato Makhosini 
Zulu Tafaylle P 
Ntadonsela Phindile I 
Mlangeni Sindisiwe E 
Sithole Sbongite N 
Gumede Linda 
Nkosi Nelisiwe J 
Mmsi Mphikeleli June 


» SM Nkosi 
Vitekazi Zarate Haizel 
Kuhtese Mandla M 
Msseko Tbandi 
Mngomezute Zakbele 
Thela Siphiwe Anna 
MUnethwa Duduzile P 
Nkos: Mbongwa S 
Sibeko Zodwa Preety 
Mabuza Thoko V 
Nhiapho Absaten 


Cllr LP Mnisi 
Nkosi Lina Nyanyekite 
Malinga Thembelihie 
Kunene Sabelo P 
Nkosi Gugu P 
Kbaltshwayo Msidi N 
Dlangamandla Dizile 
Fakude Emmah 
Nkosi Lrnah Babazile 
Dlamiai B 
Nkambule Khumbu 


Yes 


Yes 


Yes 


ClIrKH Dladia 
Ngema Sbongile E 
Nkosi Nkosinathi E 
Dladia Jv 
Nkosi Sebenzite J 
Mkhwanazi Fana S 
Slabber! Nonblanhla 

Zwane Nkosinatbi l 


Yes 


Thirteen 


Fourteen 


Fifteen 


Sixteen 


Nkabinde James K 

Nkonde Ntombfcayise 
UdLuli Tvlkhlpheni Enoch 


CllrZC DhludhEu 


Yes 


7 


3 


Nkonde Ntombikayise 
SJiongwe Wonderboy 
MaManguTa 
Msibi Zodwa Phyllis 
Nazo Niormbl 
Zulu Kholi Nellie 
Nkosi Nkosenhle R 


Ngwenya Fakazite L 


Dlamini Bus! 
Malaza Thembisiie 


Cllr SJ Msibi 


Yes 


6 


0 


3 


Marilangu Nkululeko 
Hadebe Nomad lozi 
Mkhcmza Thalilha 
Lukhele Bonginkos L 
Diamsni JabLriane Paul 
Nkonde SthembileE 


Ndlovu Mxolisi 
Sibantfe Doris 
Nkambule Edward S 
Mahlangu Sophie S 


Cllr SL dele 
Soke M Conception 
Mndebele Zinhle 


Yes 


0 


1 


Diadla Muzj E 


Manana Richard K 
Madonsela Nontokozo 


Magagula Delisile 
Banda PS 


Driludhfu Thulisile 
Shabangu Abraham 
Theia Mthokozisi 


Cllr ZJ Nkosi 
Mkhonza Simeon 


Yes 7 


2 


Simeiane Nonhlanhla 
Masuku Joe Ze^banta 
Mhlanga Mzwakhe 
Nkosi Zodwa Getrade 
Masango Sibusiso M 
Shocvgwe Delisile 


Madonsete Anna M 
Nkosi Dumisani P 




Mkhwanazi Songinkosi 





Seventeen 

Cllr Bl Sibtya 

Thwafa X George 

Nkosi Thulani Monday 
Wlashinini Petros 

Basson Kulph 

Ndlovu Gcibelo B 

Zwane Safari a S 

Sibeko Elijah Gideon 
Ngubeni Busisiwe 

Letaba Khabonina 
Mashimni Jacob V 

Yes 

7 

t 

3 

Eighteen 

Cllr SE Vilakazi 

Manareng Mandla I 
Masina Delisile J 
Mkambule Themba 

Mnisr Siyabonga 

Sibande Muziwakhe J 
Nkost Mbskem C 

Nkosi Aaron 

Khumalo M Nelisiwe 
Zwane Bongani David 
Mlotsbwa Smangete 

Yes 

3 

0 

2 

Nineteen 

Cllr PT Slbeko 

Vilakazi Winnie 

Diphofa Nomlhanbazo 
Dludlu Amon Slpho 
Maphanga Khesiah N 
Mahlangu BaEana 
Khumalo Sfiso Golden 
Shaba ngu Lukiie G 
Hiophe Phameia N 
Mtheihwa Xolani W 
ZandameJa Themba T 

Yes 

6 

0 

3 


